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There is a 


SAFE § STACK 


Steel Storage File 
To Fit Any Size Form 


No matter what size or shape business forms you 
use we'll make files to fit --at no price premium over 
stock sizes. This is only one advantage of using 
Steel Storage Files to store inactive and semi-active 
records. 


From any standpoint, SAFE-T-STACK Steel Storage 
Files are best. They are made of heavy weight, welded 
steel yet they cost less than flimsy cardboard boxes 
and shelving. They resist fire, dampness and rodents. 
Storage space is reduced to a minimum because files I 
fit their contents. | 
The ingenious SAFE-T-STACK feature permits 
stacking and locking of files to any convenient | pre 
height without danger of falling, tipping or shifting. 
Removable follower blocks solve the problem of 7 
partially filled drawers. in 


If you have a record storage problem, ask us how 


we can help you solve it economically. 
ASK FOR BULLETIN A 









Before and after SAFE-T-STACK Steel Storage Files were used in 
one of the record storage rooms of a large Cleveland Bank (name 
on request). This bank has standardized on our files. 


The Steel Storage File Co. 
2216-18 W. 63 Street 


Cleveland, Ohio 
Originators of Steel Storage Files 


PATENTED AND PATENTS PENDING 
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Functional Organization Needed 


To Improve Personnel Efficiency 


This experienced operating officer, for many years in an Ohio bank, but now 
in other work, can frankly view the common system of titles based on senior- 
ity or stock ownership, and suggest the better results that might be obtained 
from titles which really indicate the authority and work of the individual. 


F THERE was ever a time for 

vision, leadership, and courage- 

ous action, it is today. Peoples 
or systems do not perish from op- 
pression or hardship or poverty, but 
from lack of envisioned construc- 
tive leadership. 

This is particularly true of banks, 
in which, above all other consid- 
erations, the chief executive must 
have the qualifications of “leader- 
ship ability.” No bank can now con- 
tinue to live to itself. Its local char- 
acter is but one facet of its complex 
relationships. It is part of a system 
that is on trial in a superficial and 
restless day. 

In the course of a discussion on 
this subject, the president of a 
southwestern bank said: “What we 
need in this bank is some new blood. 
Everyone on my official staff has 
been with the bank at least 18 years, 
and the work has become so routin- 
ized that all of us are in ruts. I 
seldom get a well-thought-out sug- 
gestion—and never a spark of imag- 


By GEORGE W. ALLAN 


ination. I really should fire some of 
them for their own good.” 

I was compelled to agree with 
him, yet, in looking at him, I saw 
the answer to his complaint. The 
reason was inherent in himself. His 
head, face, features, hands, and 
torso were the composite picture of 
an energetic, positive, practical, 
solo worker, with great independ- 
ence of thought, courage, and direct- 
ness of action. He dwarfed those 
about him in those qualities. 

What he failed to realize was that 
he had also stunted them in the de- 
velopment and exercise of the very 
faculties whose lack he bemoaned. 

I knew that, in the event of his 
retirement or incapacitation, there 
would be a merger or an outside 
acquisition to run the bank. Such a 
merger has since taken place. He 
was a sound, conservative, experi- 


enced banker. But he was neither 
an executive, nor a leader. 

The “solo” workers frequently 
make top notch salesmen, splendid 
actors, inventors, mechanics, and 
fine individual production men. 
They refuse to learn how to work 
through others, or to successfully 
co-ordinate the work of others. Yet 
they so frequently excel in one or. 
many individual jobs that they are 
promoted to executive capacities. 
Then progress stops, because they 
insist on doing the job in detail 
themselves, and will trust no one 
else. Everything must be referred 
to them, and they dictate the way 
it shall be done. 

I believe the true executive deals 
in results, asks for results, and gets 
results. He does not dominate; he 
invites and suggests. I believe the 
true leader—a still rarer personality 
than the executive—makes his help- 
ers the bosses, and he becomes their 
chief assistant. If they need help on 
their jobs, they come to him, and 





Five Basic Considerations In Improvement Of Management 


l. The chief officer of a bank 
cannot succeed if he is a “solo” 
worker; he must have the exec- 
utive ability which lets others 
assume responsibility and work 
out their own technique. 


2. Titles should indicate the 


type of work done by the title 
holder. 


3. Each worker should be 
made to feel that his work is 
important. 

4. Many customers are more 
likely to be frightened by officer 
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titles than to be impressed by 
them. 


5. Friendly and sympathetic 
understanding with no title at all 
has developed more business 
than an austere attitude on the 
part of a vice president. 








he is 
help, 


always available to them for 
suggestions, and encourage- 
ment. He lets them make their mis- 
takes without his censure, and so 
they become quick to censure their 
own shortcomings. 

The greatest leader the world has 
known gave this injunction to His 
followers, “Let him who would be 
great among you, become the ser- 
vant of all.” They went through 
fire, water, and death for Him. 

The greatest men I have encoun- 
tered I have found the easiest to 
talk to, and the most sympathetic. 
I believe that the inherent leader, 
in a subtle sense, surrenders to, and 
puts himself at the mercy of his men 
in the attainment of his objectives. 
He never compels, but unfailingly 
invites. This course involves the 
intelligent selection of personnel. 

When “the little corporal” escaped 
from his first captivity, he took the 
highway to Paris. The French 
Government sent an army with his 


old field marshal at the head, to 
recapture him. They met face to 
face on the road, and Napoleon dis- 
mounted. Baring his breast, he pre- 
sented his sword to his former 
comrade, saying, ‘Marshal Ney, I 
am either your dead general or your 
live emperor.” He rode back to 
Paris at the head of Ney’s column. 

On another occasion, a courier 
coming to Napoleon with a message, 
after a long forced ride, had his 
horse sink under him and die. Napo- 
leon quickly dismounted from his 
own beautiful charger and gave it 
to the courier. At the soldier’s ex- 
postulation, the Emperor said, “Sir, 
nothing is too good for a soldier of 
France.” What do you suppose the 
army’s reaction was to such an in- 
cident? 

Recently, I was dealing with a 
bank whose cashier, executive vice 
president, and auditor were trying 
to obtain an appropriation for in- 
ternal improvement. The president 


The successful chief executive has the ability to delegate responsibility to subordinates. 
He wins their loyalty through his expressed confidence in their ability. 
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said in effect and with finality, “] 
will buy an Oriental rug for the 


parlor, but I won’t buy a tin pan } 
These men came | 


for the kitchen.” 
back to me much disheartened, be- 
cause their chief had assumed all 
the authority, and gave them no 
opportunity to use their judgment. 

There are many jobs in a bank in 
which a solo worker is good, but 
promoting such an individual to de- 
partment manager will surely prove 
a poor move. 

However, each member of the 
bank’s staff likes to feel that his 
work is important, and that he is 
known. If the chief executive has 
come through the ranks himself, he 
will not be unmindful of this fact. 

In my own work, I contact bank 
officials the country over. My prob- 
lem is to find as directly as possible 
the officer having both authority 
and a sufficient grasp of the oper- 
ation of his bank to envision the 
value and results of applying what 
I have to offer. Strange to say, the 
job of locating this officer has de- 
veloped into a major crusade on my 
part in all but small banks. 


I have found presidents who 
spend their time on new business 
activities, cashiers who handle only 
account analysis, auditors who run 
the transit and proof departments 
and relieve tellers, and vice presi- 
dents who mark collection charges 
and check endorsements on drafts, 
and comptrollers who are in charge 
of the loan and credit departments. 


I have been in and out of banks, 
man and boy, nigh on to 30 years, 
and I still don’t know what a vice 
president or cashier is. The reason 
is that they are titles, not jobs. 
Webster says, “A title is an appella- 
tion of dignity, rank, distinction, or 
preeminence.” This practice of 
titular organization sets up a system 
which hangs titles upon persons as 
ornaments are hung upon a Christ- 
mas tree—impressive and pretty to 
behold, but somewhat confusing for 
business purposes and objectives. 


Furthermore (and I am pointing 
an impolite finger at a fault which 
is extremely destructive) it has the 
effect of building up false incentive 
in employees, to obtain an “appel- 
lation of dignity”, rather than to 
excel in a particular function or 
job. The function should produce 
the job, and the man and the title 
should be fitted to the job. Many 
banks have outgrown their old 
organization patterns. 


A certain bank had an interesting 
experience with employees, which 
shows the importance of the proper 
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consideration of titles. It 
created a force of tellers 
and department heads for 
vacation and sickness re- 
lief of officers. In spite of 
of the fact that these men 
were being purposely 
trained for executive and 
managerial work, they 
continuously importuned 
to be put back on their 
former jobs. The reason 
was that they had lost 
their identifying titles, and 
this hurt even though they 
were doing more impor- 
tant work. 

Just at the time of the 
annual stockholders’ meet- 
ing and the election of of- 
ficers in the average bank, 
there are a lot of anxiously 
waiting employees. Then 
an announcement is made. 
Joe Doakes, for many years 
head clerk of the loan de- 
partment, has been made 
assistant cashier. Joe sits 
modestly at his desk, which 
has suddenly acquired a 
new aura. He has been 
waiting for this distinction 
for years. 

There will be an an- 
nouncement in the local 
papers, and one by one, 
Joe’s old colleagues come 
to his desk and congratu- 
late him. He may or may 
not have received a raise. 
Among those slapping him 
on the back are Phil Foosh, 
head of the credit depart- 
ment; Barney Brown, head 
of the bookkeeping depart- 
ment; Jack Jones, head of 
the collection department; 
and Ralph Roe, head of 


the transit department. 
The look in their eyes 
belies the hearty hand- 


shake, as they go back to work. 
Oh well, next year, maybe it will 
be their turn to receive the accolade. 
In the meantime, they must mark 
time for another year in the more 
submerged strata of the institution. 
I believe there is a good deal 
wrong in the present system of 
awarding titles. I know of up-and- 
coming production men who are 
more valuable than some of the title 
men in their banks. I am sure that 
the organization would run more 
smoothly with functional control 
designations as job titles. 


Many customers are afraid of 
bankers’ titles. I once proved that 
by an experiment. I took a young 
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woman of attractive personality and 
practical experience in customers’ 
account transactions, out of the 
bookkeeping department, and gave 
her a desk and some chairs in the 
lobby. I put up a sign with her name 
on it, and told her to make herself 
useful to depositors. In a month, the 
lobby officers were eyeing her with 
some disfavor. She was continually 
busy. The ordinary customers were 
disarmed by her friendliness and 
lack of official status, and brought 
countless little questions to her. 


This service especially appealed 
to old people. For example, she 
helped a wealthy old lady with her 
deposits and ownership certificates, 


A bank's personnel is made up of many distinct and different personalities. Coordinating and 
adapting them to the best interests of the institution—picking the right one for each particular 
job—calls for the highest degree of executive judgment. 


and listened to her family problems, 
and one day, by request, introduced 
her to a trust officer, and a valuable 
trust account was secured. 


I do not believe that the size of 
the Greek pillars on the facade of 
the bank building still conveys the 
same idea of strength they used to 
convey. I believe air conditioning 
is a better investment than a 
vaulted, three story lobby with un- 
comfortable, inefficient mezzanines. 
Job analysis and a functional organ- 
ization set-up are surely becoming 
mandatory. Proper selection of the 
employees for managerial work is 
the best guarantee of the eventual 
progress of an institution. 
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City Purchasing Officers Help Country Banks| 


Here are typical instances of valuable assistance obtained by country bank 
officers when they asked the purchasing officer of a city bank for ideas. 


HE cashier of a small but pros- 

perous bank in a thriving rural 

community had occasion re- 
cently to visit the city correspond- 
ent in connection with several im- 
portant matters. When his business 
was finished, the country banker 
prolonged his stay, thinking it 
would be a good idea to study some 
of the city bank’s methods. In visit- 
ing the various departments, he 
made note of new equipment and 
systems, and asked many questions. 

The officers and department heads 
were most obliging in explaining 
new methods and in pointing out 
the advantages of new equipment. 
But there was one member of the 
bank staff, the purchasing officer, 
who was especially helpful. He not 
only gave much valuable informa- 
tion but seemed to take a keen in- 
terest in the country banker’s need 
for reducing operating costs, asking 
questions about the methods used 
and suggesting how they could be 
improved. 

“It was very fortunate that I 
came in contact with this man,’ the 
country banker said. “He knew 
everything there was to know about 
the latest banking equipment. As 
the result of his suggestions and 
advice, I was able to map out a 
plan of modernizing our operating 
routine, which proved very accept- 
able to the president of the bank and 
subsequently resulted in added effi- 
ciency and improved service to our 
customers. 

“The purchasing officer of the 
correspondent bank not only helped 
in the selection of the new equip- 
ment, but actually visited our bank 
and made a survey to determine 
what adjustments were needed to 
make efficient use of this equipment. 
He suggested methods of standardiz- 
ing our forms, effecting savings in 
the purchase of supplies, and in the 
use of system short cuts, which 
proved very valuable to us. 

“It is impossible to enumerate all 
of the things he did for us, so just 


plan that file.” 


“Take a letter to our city correspondent’s pur- 
chasing officer—maybe he can tell us how to 


By J. K. NOVINS 


a few highlights will do. For in- 
stance, he recommended that we 
make two carbon copies of all corre- 
spondence. This may be a small 
detail, but it is important for any 
bank, large or small. We have al- 
ways experienced some difficulty 
in keeping files up-to-date because 
officers had a habit of keeping 
copies of important correspondence 
in their desks. When an inquiry 
came in and the correspondence 
relating to the matter was locked in 
some officer’s desk during his ab- 
sence, there was a delay in replying. 
This was remedied by making an 
additional tissue copy of each let- 
ter, for filing in a central corre- 
spondence file. This idea involved 
practically no additional expense or 
effort. 

“Sometime ago, we experienced 
another difficulty in that informa- 
tion of a confidential nature relating 


to one of our customers leaked out 
of the bank in some mysterious 
manner. A thorough check failed 
to reveal the source of the leak. We 
had no reason whatsoever to suspect 
any of the bank employees. But this 
thing happened repeatedly, causing 
us no little embarassment. 


“We called this matter to the at- 
tention of the visiting purchasing 
officer, who quickly traced the 
cause to the use of one time carbons 
for certain records. Each carbon 
had on it a complete record of the 
deposit entries which anyone could 
read. We had followed the practice 
of discarding the carbons with other 
waste paper. These carbons had 
been picked up by someone who 
was interested in getting the infor- 
mation they contained. 


“To remedy this, it was not neces- 
sary to abandon the use of one- 
time carbons for certain purposes. 
The city purchasing officer recom- 
mended that waste paper be 


shredded and incinerated. One of 
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the most valuable pieces of equip- 
ment now used in the bank is a 
paper shredder, the purchase of 
which our city advisor recom- 
mended. 

“We had an opportunity to trade 
in an old posting machine for a 
newer model which, however, had 
been used elsewhere. There was a 
question in our minds as to whether 
it was practical to make the invest- 
ment in a used machine. The pur- 
chasing officer of the correspondent 
bank helped us out by contacting 
the company which had serviced 
the machine. They supplied him 
with a full report of its condition. 
On the basis of this report, we pur- 
chased the machine and have since 
used it to excellent advantage. 

“This man has so many contacts 
with equipment houses and their 
sales representatives that it is very 
easy for him to obtain information 
of this kind. And then, too, he has 
extensive files containing valuable 
data regarding equipment, operat- 
ing forms, and performance rec- 
ords. 

“Needless to say, this cooperation 
has been greatly appreciated, and 
it has been the means of bringing 
us closer to our correspondent, for 
we both have an interest in main- 
taining efficient service and in fos- 
tering customer goodwill. In recent 
years, correspondent services have 
been broadened. They now include 
not only the clearing of checks, the 
making of collections, the handling 
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Definite Aid Was Given 
On These Seven Jobs 


1. The modernization of oper- 
ating routine. 


2. The selection of new equip- 
ment. 


3. The 
forms. 


standardization of 


4. The improvement of pur- 
chasing technique. 


5. The planning of a central 
correspondence file. 


6. The effective destruction of 
waste paper and carbon paper 
from which confidential informa- 
tion might be obtained. 


7. The selection of the right 
paper stock for each form. 





of bond purchases and sales, and 
such other important matters as the 
interchange of credit information, 
but also, the exchange of informa- 
tion on bank policies and methods. 
So it is very natural to include any- 
thing which relates to the purchase 
of supplies and equipment. It is a 
service which the city bank, with 
its specialized purchasing depart- 
ment, is in a position to render, and 
which the small bank is most eager 
to use. 

That many city banks are recog- 


nizing the need of rendering this 
service is very evident. The service 
has ranged from an exchange of in- 
formation on the simplification of 
an operating form to a consultation 
on the advisability of insfalling new 
equipment involving a cost of sev- 
eral thousand dollars. 

Not long ago, a bank located in a 
small city on the Pacific Coast was 
faced with the problem of modern- 
izing the savings department. The 
old system of wheeling the savings 
records into the vault was obsolete, 
involving a lot of extra work and 
creating a hazard because of the 
possible loss of valuable informa- 
tion. The officers of that bank con- 
sulted the purchasing officer of the 
city correspondent, who recom- 
mended the installation of a fire- 
proof filing cabinet in the savings 
department. The new type of 
ledger-desk-safe met the need in 
conserving space, eliminating lost 
motion, and in protecting records 
against fire day and night. The pur- 
chasing officer of the city corre- 
spondent gave valuable ass’stance 
in designing the new type of cab- 
inet, and when the equipment was 
installed, he sent his assistant to the 
bank to help organize the records. 

There is another instance of a 
bank located quite a distance from 
the city. Contemplating a modern- 
ization of equipment and improve- 
ment of operating systems, the pres- 
ident wrote to the purchasing officer 
of the correspondent to ask whether 
he could undertake a survey of the 
situation and make definite recom- 
mendations. The matter was easily 
arranged, the purchasing officer 
combining the visit with his vaca- 
tion trip. 

A satisfactory arrangement was 
effected with regard to the travel 
expense and the time involved in 
making the survey and preparing a 
report. Later, the correspondent 
sent one of its trained employees to 
iron out the wrinkles in the revised 
system and to assist the bank staff 
in the details of its operation. The 
bank benefited was only too glad 
to pay the traveling expense and 
living costs of the visiting employee. 

Purchasing officers of city banks 
have not overlooked the possibility 
of rendering such service. However, 
it has been more or less sporadic, 
consisting of the exchange of oper- 
ating forms and the answering of 
questions on experience with certain 
types and makes of equipment. 

(Continued on page 164) 


“Dear Mr. Country Banker: Here is an idea 
out of our own experiences that may solve 
your problem ; 
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How The Law Controls Trust Operations 


1. The Bank’s Responsibility As A Transferee 


By LAWRENCE R. BLOOMENTHAL 


Attorney and Tax Consultant, Chicago, Ill., and Des Moines, 


N ORDER that creditors may 

reach assets which have been 

transferred without adequate 
consideration by insolvent debtors, 
the courts have established the 
“trust fund doctrine’. Property 
transferred under these circum- 
stances is considered to be held “in 
trust” for the benefit of creditors 
and they can compel the recipients 
to satisfy their claims against the 
transferor. 


The United States Government, 

like any other creditor, has the 
right to take advantage of this rule 
in collecting deficiencies in income, 
gift, or estate taxes. Although Con- 
gress has provided methods for 
enforcing this liability which are 
not available to private creditors, 
the principle is basically the 
same. (1) 
Transferees Defined Anyone to 
whom property is transferred is 
referred to as a transferee. Under 
the trust fund doctrine, however, 
this term has a special meaning. It 
designates: 

1. Those who receive property of 
an insolvent debtor, without 
having paid an adequate con- 
sideration. 

2. Stockholders of a_ dissolved 
corporation which has distrib- 
uted its assets without provid- 
ing sufficient reserves for un- 
paid debts. 


All heirs, legatees, devisees, and 
beneficiaries of a deceased person 
could be held liable as transferees, 
if the decedent was insolvent at the 
time of his death or if his estate 
was distributed without providing 
for payment of outstanding tax 
liabilities. 


Likewise, executors, administra- 
tors, and trustees to whom all or 
part of an estate is distributed could 
be held as transferees under these 
same conditions. The essential fac- 
tor in all of these instances is that 
the property received is impressed 
with a trust because the transferor 
was insolvent at the time of the 
transfer, or was made _ insolvent 
thereby. *) 

Banks and trust companies are 
directly concerned with this prob- 
lem of transferee liability. To illus- 
trate, suppose that Mr. Smith trans- 
ferred $100,000 in securities to the 
White Trust Company as trustee for 
the benefit of Mrs. Smith. At the 
time of the transfer, he may have 
had outstanding liabilities for in- 
come taxes which were being dis- 
puted before the Board of Tax 
Appeals. Although Mr. Smith con- 
sidered himself a wealthy man, this 
$100,000 transfer actually left him 
without sufficient assets to meet the 
claims of the government and other 
creditors. About a year later, when 
the deficiency is finally upheld, the 
government may contend that this 
transfer made the taxpayer insol- 
vent and that it is impossible to 
collect from him. The bank, being 
a transferee of assets from an insol- 
vent debtor, could be held account- 
able to the extent of the $100,000.‘* 

Then, too, the second type of 
transferee liability may confront 
banks acting as executors, adminis- 
trators, or guardians. If an estate 
coming under their administration 
owns stocks in a solvent corpora- 
tion which decides to liquidate and 
distributes all of its assets to stock- 
holders without setting up reserves 
for tax liabilities, the executor 


Ta. 


would be subject to transferee lia- 
bility. Meanwhile, the proceeds of 
the stocks may have been distrib- 
uted to heirs and devisees; they too, 
could be made responsible as “trans- 
ferees of a transferee.’ (4) 


In order for creditors to apply the 
trust fund doctrine to transferred 
assets, it must be proved that there 
was no adequate consideration paid 
by the transferee and that, at the 
time of the transfer or by reason 
thereof, the debtor was insolvent. 
Both of these factors should be 
analyzed carefully in the light of 
court decisions. 


An adequate consideration does 
not necessarily mean that the trans- 
feror realizes a profit from the dis- 
posal of property, or even that the 
price received was the highest ob- 
tainable. Apparently, all that is 
required is that the transaction be 
carried out in good faith without 
any intent or plan to hinder, delay, 
or defraud creditors. 


Borrowing money from a bank, 
for example, and transferring stocks 
and bonds as collateral security is a 
transfer for adequate consideration. 
If the borrower becomes unable to 
repay the loan, and forfeits his col- 
lateral, then the bank stands in the 
position of a bona fide purchaser for 
value. 


So long as an individual is solvent, 
it is immaterial to whom he trans- 
fers property and for what consid- 
eration. He may make gifts to his 
immediate family or to charities and 
may even sell property far below 
its real value. Should he be insol- 
vent at the time such gifts are made 
or bring about his insolvency by the 
disposal of his assets, then the ques- 


The enthusiasm with which the previous Bloomenthal articles have been 
received indicates clearly to us the interest in—and value of—such clear- 
cut interpretations of laws and court rulings affecting the banking business. 
The editors believe you will find this new series particularly readable— 
dealing as it does with a phase of bank work abounding in legal implications. 
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tion of adequate consideration be- 
comes important.(>) 


Insolvency, however, must be dis- 
tinguished from bankruptcy; a man’s 
liabilities may exceed his assets so 
that he is insolvent, but he is not 
pankrupt until a court of bank- 
ruptcy has entered an adjudication 
to that effect. Because of its ex- 
treme technicality and because all 
questions of liabilities, liens, and 
priorities are governed by the Bank- 
ruptcy Act, this phase will not be 
discussed here. 


Extent of Transferee’s Responsibility 
In contrast to the statutes making 
fiduciaries personally liable for 
taxes if they do not accord priority 
to claims of the United States, the 
liability of a transferee is enfor- 
cible only against the property re- 
ceived. Of course, a bank acting as 
trustee of a trust created by will, 
may at the same time be a fiduciary 
and a transferee. In that event, it 
has a double responsibility: The 
property in its hands may be im- 
pressed with a trust for payment of 
tax deficiencies, while its own funds 
and property can be held liable for 
these same taxes if ordinary credi- 
tors are given priority over the 
government. 


A transferee is liable for unpaid 
taxes of the transferor up to the 
value of the property transferred. 
That is, if the tax deficiency is 
$30,000 and the assets held by one 
transferee are worth $20,000, it is 
responsible for only that amount in 
interest, taxes, or penalties. 


Sometimes, assets may be dis- 
tributed among a group of trans- 
ferees, each of whom has received 
property worth as much or more 
than the deficiency. Then, each 
transferee usually contends that it 
is liable only for a proportionate 
share of the tax, but the courts have 
ruled otherwise. Transferees are 
individually liable for the full 
amount they have received, but can 
later compel contributions from the 
others. 


Assumption of Debts Anyone who 
agrees to pay the debts of the per- 
son, firm, or corporation from which 
he is receiving or purchasing prop- 
erty may also be held answerable 
as a transferee. The theory is that 
such an agreement is a contract for 
the benefit of the creditors, which 
they can enforce by appropriate 
legal action. The statutes expressly 
provide that the government also 
can proceed in the same way to 
enforce the liability at law arising 
from the assumption of debts. 
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Perhaps the most familiar ex- 
ample is the purchasing of mort- 


gaged property. If the purchaser 
assumes the payment of outstanding 
mortgages and other liabilities, he 
can be sued by the government for 
deficiencies in the seller’s income 
taxes. However, if the assumption 
is limited strictly to the mortgage 
debt, the only contract for the bene- 
fit of third parties would be that 
applying to this particular obliga- 
tion. In that case, there would be 
absolutely no transferee liability on 


(1) See.311(a)€(b) Revenue Act of 1938; See 
also: pages 994-1000, Montgomery, Fed 
eral Income Tax Handbook, 1938-39. 





(2) U.S.ve8. Barber (1938) ——-F. Supp——, 
884 CCH P.9478; Robinson vs. U. S. 
(1938)———F. Supp. , 884 CCH P. 
9577. 

(3) Fairless vs. Commr. 67 F(2d) 475; GCM 
2408. 

(4) U. 8. va. Union County Trust Co.(1938) 














F. Supp. , 884 CCH P. 9253 
(5) Robinson va. U. 8S. (1938) F. Supp. 
, 884 CCH P. 9577; See also: Cali- 


fornia Iron Yards va. Commr. (1936)—— 
F.(2d) : 








the part of the purchaser. 

Likewise, when a business is sold 
or a corporation is reorganized, the 
new firm may or may not assume 
payment of the seller’s liabilities. 
Although no question of insolvency 
or lack of adequate consideration is 
involved, the assumption of liabili- 
ties without limitation places the 
purchaser in the category of trans- 
feree. On the other hand, if, in a 
corporate reorganization, stock is 
distributed directly by the new firm 
to the stockholders of the old cor- 
poration, the courts have ruled 
that the new corporation is not 
a purchaser for value and can be 
held as a transferee because it 
has not paid anything directly to 
the old corporation. It should be 
noticed that transferee liability does 
not depend upon the assumption of 
debts if it can be proved that the 
old corporation was insolvent or that 
it did not receive any adequate con- 
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sideration for the property trans- 
ferred.(®) 


Transferee of a Transferee Liabil- 
ity for unpaid taxes may be asserted 
against a “transferee of a trans- 
feree.”” That is, if the purchaser of a 
business should assume the obliga- 
tion of paying all debts and taxes 
outstanding at the date of the pur- 
chase, obviously he could be held 
responsible as a transferee. Should 
he die before the government ac- 
tually asserts its claim against him 
as a transferee, the person who in- 
herits the property would be a 
transferee of a transferee.. 

If, instead of turning the business 
over to one of his heirs, the deceased 
orders it liquidated and the proceeds 
placed in trust, the bank named as 
executor and trustee would become 
a transferee of a transferee. Like 
transferees, the second in line to 
hold the property without paying 
an adequate consideration is liable 
only to the extent of the property 
received.(7) But, whoever purchases 
the business from the executor for 


a valuable consideration would have - 


no such responsibility. 


In 1937, the Supreme Court ruled 
that if one of several transferees had 
been compelled to pay the full in- 
come tax liability of his transferor, 
he could secure reimbursement from 
the others. This is one of the his- 
toric decisions in income tax law, 
because it demonstrates clearly the 
manner in which the courts attempt 
to do justice when a specific statute 
is lacking. Although the estate tax 
law of 1926 expressly provides that 
any person who is forced to pay 
estate taxes as a transferee can ob- 
tain reimbursement either from the 
undistributed estate or from other 
transferees, the income tax law con- 
tains no such provision. For that 
reason, the court stated that trans- 
ferred assets are considered a trust 
fund and that all those receiving a 
portion of the fund should bear the 
tax burden proportionately. 


While transferees can demand 
contribution from each other, they 
cannot compel the government to 
marshal the assets of the transferor 
by joining all of the transferees in 
one proceeding to collect tax. There- 
fore, it is the practice to seek pay- 
ment from the wealthiest and most 
accessible of the transferees or the 
one receiving the largest share of 
property. This rule should be 
amended so that all of the trans- 
ferees would have to be joined in 
one proceedings in which their 
liability would be settled without 
further litigation. By forcing one 
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Who Is A Transferee 
Under The Law? 


1. One who receives property 
of an insolvent debtor without 
having paid an adequate consid- 
eration. 


2. A stockholder of a dis- 
solved corporation which has 
distributed its assets without pro- 
viding sufficient reserves for 
unpaid debts. 


3. Heirs, legatees, devisees, 
and beneficiaries of a deceased 
person if the decedent was in- 
solvent at the time of death, or 
if his estate was distributed with- 
out providing for payment of out- 
standing tax liabilities. 


4. Executors, administrators, 
and trustees to whom all or part 
of an estate is distributed if the 
estate was distributed without 
providing for payment of out- 
standing tax liabilities. 


5. Anyone who agrees to pay 
the debts of a person from whom 
he is. receiving or purchasing 
property. 

6. A person who becomes the 
transferee of a transferee who 
dies. 





transferee to pay and then sue the 
others for contribution, the present 
law imposes an unnecessary hard- 
ship.) 
How Liability Is Enforced Al- 
though the right of the United 
States to proceed as a creditor under 
the trust fund doctrine has been 
recognized for a long time, proced- 
ure by court action, prior to 1926, 
presented certain difficulties. 
Previously, it was necessary for 
the government to file a bill in 
equity against the transferees, 
charging that there was no adequate 
remedy at law because the trans- 
feror was insolvent and could not 
be mace to pay. The court, there- 
fore, was requested to designate 
transferees as “trustees” and re- 





The Extent Of The 
Transferee’s Liability 
Unpaid taxes of the transferor 


up to the value of the property 
transferred. 


quire them to turn over to the court 
the property transferred to them, to 
render an accounting as to the dis- 
position of such assets, and to enjoin 
them from disposing or making any 
further transfers of the same. This 
method of enforcement presented 
certain disadvantages, such as the 
delay occasioned by crowded court 
calendars, as well as the intervals 
of time sometimes permitted for 
filing answers to the government’s 
petition. 

The only other alternative was a 
suit at law against transferees who 
had assumed payment of the trans- 
feror’s liabilities...) This unsatis- 
factory condition continued until 
1926, when Congress amended the 
law and created a new remedy. 


By providing a summary proced- 
ure under Section 280 of the Rev- 
enue Act of 1926, Congress elimi- 
nated most of the difficulty pre- 
viously encountered. This change 
did not create any new liability on 
the part of transferees, but merely 
stated that the liabilities at law or 
in equity of a transferee shall be 
“assessed, collected, and paid in the 
same manner and subject (with cer- 
tain exceptions) to the same provi- 
sions and limitations in the case of 
a deficiency**” imposed upon the 
original taxpayer. The only differ- 
ence in assessment procedure is that 
the three-year limitations period is 
extended for one year in the case of 
the first transferee and two years 
for a “transferee of a transferee.” 

In effect, transferees were placed 
in the same position, so far as col- 
lection of the tax is concerned, as if 
they had been primarily responsible. 
Since the new remedy is in addition 
to and does not displace older ones, 
the United States still can file a bill 
in equity or a suit at law as a third 
party beneficiary. 

Under the summary method of 
collection, it is not necessary that an 
assessment or any attempt to collect 
be made against the transferor be- 
fore action against the transferee is 
commenced. The transferee is noti- 
fied by the Commissioner that a 
deficiency is proposed against it for 


(6) Cleveland, 28 BTA 578(extent of liability) ; 
American Equitable Assurance Co. of N. Y. 
27 BTA 247, af’d 68 F(2d)46 (assump- 
tion of liability) ; Continental Oil Co. va. 
Helvering (1938) F (2d) , 884 
CCH P. (transfer of corporate assets 
without consideration). 

) U. SS. ve. Continental National Bank ¢ 
Trust Co., Trustee, (1938) F (2d) 
384 CCH P. 9207; Art. 311-1,Reg. 94. 

(8) Phillips-Jones Corp. vs. Parmeley (1937) 

384 CCH P.9 ; See also 
Phillips- Jones va. Pa meley (1938) F. 

Supp. , 884 CCH P. 9527 (contribution 

enforced). ” See: Page 995. Montgomery, 

Federal Income Tax Handbook, 1938-39. 


(9) Sec.811 (b)(2), Revenue Act of 1938. 
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tax liabilities determined to be 
owing by the transferor and that it 
can file a protest with a specified 
official of the Bureau of Internal 
Revenue within 30 days or some 
other stipulated time. After the 
protests to this preliminary notice 
are considered, the parties may 
enter into an agreement for settle- 
ment or the protest can be rejected. 
In event of rejection, a formal ‘90- 
day letter” is sent out by registered 
mail, notifying the transferee that 
a deficiency has been determined 
and an appeal may be taken to the 
Board of Tax Appeals within 90 
days. 

If the case is taken up to the 
Board, the Commissioner of Inter- 
nal Revenue has the burden of prov- 
ing that the petitioner is liable as a 
transferee. Whether the decision is 
for or against the transferee, either 
party may appeal to the Circuit 
Court of Appeals of the district in 
which the transferor files his return. 
When a final decision has been 
entered, the tax deficiency is as- 
sessed and the assessment list for- 
warded to the local Collector of In- 
ternal Revenue, who demands pay- 
ment within 10 days. Each of these 
steps is based on certain technical 
requirements which must be ob- 
served by both parties.(/°) 


Either before or after a deficiency 
is determined and assessed, a suit 
to collect the amount owing may be 
filed against a transferee. The sta- 
tute fixes a three-year limitations 
period on the commencement of liti- 
gation against either the original 
taxpayer or transferees in cases 
in which a formal deficiency has 
not yet been assessed. If there is 
neither an assessment nor a suit 
without assessment during the three 
years a tax return has been filed, 
all further action against the trans- 
feror is outlawed under the present 
statute. But, if an assessment is 
made within the respective limita- 
tions period against the transferor, 
the transferee, or transferee of a 
transferee, the government is al- 
lowed an additional six years in 
which to file suit for collection.(??) 
When Lien Is Filed After a tax 
has been assessed and payment de- 
manded by the Collector, the amount 


(10) Sec.271, 272, 273, Revenue Act of 1938; 
G.C.M.6050. 


(11) Sec.277(a), Sec.276(c) Revenue Act of 
1938. 


(12) Section 3207 and Section 3186, U. S. Re- 
vised Statutes, as amended by Revenue 
Act of 1926. See: pages 130-138, Mont- 
gomery, Federal Tax Practice, Revised 
Edition. 

(13) Sections 3187 and 3196, U. 
Statutes; Art. 1204, Rey. 69. 

(14) G.C.M.9991, O.B.XI-1,135. 
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claimed automatically becomes a 
lien in favor of the United States 
upon all property and rights to 
property owned by the taxpayer. 
Since 1913, the tax lien of the United 
States does not take priority over 
bona fide mortgages, purchasers, or 
judgment creditors until a notice 
of lien has been filed in the proper 
public office. Each state in which 
property subject to this lien is situ- 
ated has the right to prescribe by 
statute ‘the time and manner in 
which such liens must be filed for 
record. 

The property, covered by a prop- 
erly recorded lien notice, may be 
sold by the government under fore- 
closure proceedings instituted in the 
United States District Court. Not 
only can the government file fore- 
closure proceedings, but anyone 
having a prior lien has the right to 
request the Commissioner to file 
suit to enforce the lien of the United 
States so that the respective rights 
of the parties can be settled. If 
action does not follow this request 
within six months, the lien claimant 
can request permission from the 
United States District Court to file 
a bill to foreclose. It is solely with- 
in the Court’s discretion to grant or 
refuse this permission.(??) 

Distraint of Property Another rem- 
edy available to the government if 
the tax is not paid upon demand 
after assessment is the forceful 
seizure of property of the taxpayer 
known as “distraint”. The Collector 
of Internal Revenue may seize all 
personal property, such as stocks 
and bonds, bank accounts, and notes 
receivable—whether or not a tax 
lien has been filed against them.‘/*? 


While property passing to heirs, de- 
visees, and beneficiaries can be dis- 
trained on the theory that they are 
transferees, the Treasury has de- 
cided that assets in the hands of an 
executor or administrator are not 
subject to distraint. The General 
Counsel has stated that it is doubt- 
ful whether Congress could author- 
ize the seizure of property which is 
in custody of a state court having 
control over executors and adminis- 
trators. Consequently, although a 
bank acting as an executor would 
be a transferee, it does not seem 
that there would be any danger of 
forcible seizure of property belong- — 
ing to the estate.(/#) 


A letter To C. W. Fishbaugh 
Regarding His Article, “Signature 
Cards Are Contracts” 


I notice your contribution to the 
January issue of Bankers Monthly 
and read it with considerable inter- 
est, because I happen to be one of 
the bankers who still use an old 
drawer for our signature cards. I 
have many times thought about 
making some change or other that 
would be advantageous to the bank, 
and your article is the incentive, I 
believe, that is going to make a 
change here with us. 


I wonder if you would be kind 
enough to send me a sample of the 
signature card which you use, and 
at the same time, give me the name 
of the manufacturer and the model 
of the visible file which you people 
installed there in Shenandoah.— 
F. A. Rummel, Cash., Williams Sav. 
Bank, Williams, Ia. 





What It Costs To Make A Job 


LAND. BLOGS 
MACHINERY 
etc 


INVESTMENT PER EMPLOYEE 


Based on average 1938 employment. the investment per employee in a plant in which 
to work and tools, material and money with which to operate, amounts to $5597 





THE CUSTOMER'S DOLLAR 
— How It Was Spent in 1938 


Rs 


An additional 2", was taken from customers’ doltars 
of former years im order to pay 1938 dividends 


A graphic illustration as to what it costs to provide one worker with the material 
to use in earning his livelihood is given in the annual report of the Caterpillar 
Tractor Company. This report shows that: $2,140 is invested in land, buildings, and 
machinery; $562 in cash; $948 in notes and accounts receivable; and $1,942 in the 
inventories, making a total of $5,592 which has been invested to make one job. 
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We Stress Real Estate Loans 


Because it is difficult to get commercial loans, this suburban bank- 
er invests a larger percentage than common in FHA real estate 
loans and he here tells the advantages he sees in so doing. 


quires unusual skilled manage- 

ment combined with a common- 
sense scientific investment policy in 
order successfully to meet expenses 
and to provide the stockholder with 
a fair return on his investment. 

Although the banking world gen- 
erally has been confronted with in- 
creased operating costs and de- 
creased profits, the suburban banker 
cannot be guided by policies of large 
metropolitan banks to combat these 
conditions. The character of the 
deposits which a suburban bank 
attracts and the limited demand for 
real commercial loans prevalent in 
the area which it serves, creates a 
specific investment problem and one 
that is widely different from that 
of city banks or banks in agricul- 
tural or industrial areas. 

Analysis of the suburban bank’s 
deposits reveals many household 
accounts of commuters, those of 
small local merchants, chain stores, 
savings accounts of factory work- 
ers, domestic help, and occasionally 
a manufacturer. Such funds are 
subject to wide fluctuations, and 
many accounts are often not large 
or permanent enough to be profit- 
able from an investment stand- 
point. 

On the other hand, the limita- 
tions in the local loan demand re- 
stricts the activity of the suburban 
banker in an investment field which 
serves as a normal outlet for banks 
in the metropolitan area. Most of 
the loans are for capital improve- 
ments, stock purchases, real estate 
improvements or purchase, and 
personal loans. There is a con- 
spicuous lack of commercial loans 
and the suburban banker is conse- 
quently forced to invest a relatively 
higher proportion of his funds in 
high-grade securities. 

Long-term Government and high 
grade industrial bonds, we think, 
will eventually suffer market-wise, 
and many bankers have evinced a 
reluctance to purchase them, for to 
do so today, carries with it the 
assumption of a risk of change in 


140 


ection wai banking today re- 


price because of a change of rates. 
To guard against this decrease in 
market and to insure an adequate 
and safe income for a period of 
years, a number of banks are using 
a large portion of their funds pre- 
viously invested in long-term cor- 
porate bonds to purchase Federal 
Housing Plan II mortgages. From 
the standpoint of safety of risk, 
liquidity, marketability, and yield, 
these mortgages have a stronger 
investment appeal than most secu- 
rities that are offered today. 

The older type of home financing 
condoned many hazardous methods 
which tended to undermine the 
safety of the mortgage loan as an 
investment. This new type of FHA 
Government insured mortgage em- 
ploys an efficient system of scien- 
tific rating and appraisal which 
strengthens the security of the in- 
vestment by minimizing the risk 
presented by the borrower and also 
by the property offered as collat- 
eral. 


Seven Advantages Of 
FHA Investments 


1. The majority of mortgages 
are on new homes. 


2. They are carefully inspected 
and re-inspected by FHA officials. 


3. The number of foreclosures 
has been small. 


4. Defaulted loans may be con- 
verted into FHA Government 
guaranteed debenture bonds. 


5. The income from these de- 
bentures is exempt from all taxes 
except surtaxes and inheritance 
taxes. 


6. FHA mortgages are eligible 
as security for loans at the “Fed.” 
7. An immediate market is pro- 
vided by the Federal National 


Mortgaging Corp. on new homes, 
and by the RFC on old homes. 


The mortgagor must be a prime 
credit risk. The items listed in 
the income statement of his appli- 
cation, such as salary, number of 
years employed, insurance carried, 
net worth, and so forth, must be 
thoroughly checked and _ substan- 
tiated before the FHA will issue a 
commitment to insure the loan. He 
must show an income sufficient to 
carry the monthly instalments. A 
compulsory schedule for amortiza- 
tion of principal and interest tends 
further to minimize the risk. 

Most mortgage loans in the past 
made no provision for repayment 
or gradual amortization. The FHA 
regulations require that accruals 
for taxes, FHA insurance, fire in- 
surance, and a predetermined total 
of principal and interest be paid 
each month. 

The mortgagor is delinquent and 
is pressed for payment when he 
owes the equivalent of what is 
normally his month’s rent. Under 
the old system, a bill was sent to 
him every six months. If he did 
not pay in a few months, efforts 
were made to collect. His taxes 
were probably in arrears and the 
total of unpaid taxes and interest 
amounted to several hundred dol- 
lars which was probably too large 
a sum for him to pay. When the 
total obligation in one year is pro- 
rated on a monthly basis and 
amounts to a month’s rent, which 
he would have to pay in any case, 
there is greater possibility of col- 
lection unless there are some un- 
usual circumstances such as illness, 
loss of position and such contin- 
gencies. 

The security of this type of mort- 
gage is further assured by the fact 
that it is predicated not alone on 
highly selective credit risks, but it 
is also secured by real estate, a 
tangible asset which can be sold 
if the credit risk should fail. In 
case of inflation, the property will 
increase in value and the likelihood 
of foreclosure will be small. Even 
if foreclosure should be inevitable, 
the property could be sold during 
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By JOSEPH E. HUGHES 


President, Washington Irving Trust Company, 
Tarrytown, New York 


Account ledgers for 3000 FHA mortgages 
totaling $15,000,000 are posted by these two 
specially designed machines and are pro- 
tected day and night against loss or damage 


by labeled two-hour Safe-Ledger Trays. 


a period of inflation at a profit. 

The majority of the mortgages 
made to date are on new homes, 
built according to the FHA high 
standard of construction’ and mate- 
rials (inspected by FHA at least 
three times—first before the foun- 
dation is started and the last time 
when completed), and modern in 
every detail. They are built prin- 
cipally to meet needs of middle 
class home owners in the average 
income brackets and_ therefore 
should continue to have a wide 
market appeal. 

Foreclosure experience has been 
small. Of the 286,000 homes secur- 
ing FHA insured mortgages, only 
358 had been acquired by the FHA 
up to October 31 following fore- 
closure by lending institutions, and 
197 of these had been sold. Net 
losses from these sales_ totaled 
$140,688. To meet these losses, the 
FHA had reserve funds with a net 
value of $24,284,520. 

The ultimate security lies in the 
provision made by the Administra- 
tion for the conversion of defaulted 
loans into FHA Government guar- 
anteed debenture bonds. In the 
event of default, the mortgagee 
must foreclose and convey title to 
all claims against the mortgagor 
to the Administrator in exchange 
for 254% debentures. These deben- 
tures will be equal to the face 
amount of the mortgage plus inter- 
est from date foreclosure was com- 
menced, advances made for taxes, 
assessments, and insurance. A cer- 
tificate of claim, providing for an 
increment at the rate of 3% is 
issued to cover any remaining ex- 
penses sincurred in acquiring title. 

On mortgages of $5,400 or less, 
with a maturity of 25 years, on 
which insurance has been issued 
after February 3, 1938, the deben- 
tures include an amount up to 2% 
of the unpaid principal, but not 
exceeding $75 against foreclosure 
costs. The income from these de- 
bentures is exempt from all taxes 
except surtaxes and _ inheritance 
taxes. 


If the sale of real estate and the 
insurance fund are not sufficient to 
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pay these debts, the United States 
Government endorses the bonds as 
to principal and interest. 

These bonds are not likely to 
decline in price like other govern- 
ment or corporation bonds. When 
the property for which they are 
issued is sold, they are called. 
This makes them a potential short- 
term security. They can be used 
for cash for meeting FHA insurance 
obligations. 

Another strong investment appeal 
for these mortgages is found in 
their high degree of liquidity and 
marketability. They are eligible 
for borrowing by members from 
the Federal Reserve Bank. They 
are acceptable as collateral for 
loans at the Federal Home Loan 
Bank up to 90% of their value. An 
immediate market is provided by 
the Federal National Mortgaging 
Corporation on newly constructed 
homes and by the Reconstruction 
Finance Corporation on old con- 
structions. An open and constantly 
widening market exists for the sale 
of these mortgages to commercial 
and savings banks, trust companies, 


Four Requirements 


For FHA Loans 


1. The mortgagor must be a 
prime credit risk. 
2. All items of income of the 


borrower must be carefully veri- 
fied. 

3. He must have a monthly in- 
come from which he can readily 
pay the monthly installments. 

4. The mortgaged property 
must be readily salable. 


insurance companies, and other ap- 
proved mortgagees. 

A scientific study of the relative 
importance of FHA mortgages to 
the investment portfolio shows a 
probable yield of from four to five 
per cent. This estimate allows for 
the abnormally high rate of 10% 
foreclosures, which was the-experi- 
ence of lending institutions in the 
New York metropolitan area on 
foreclosures of unamortized mort- 
gages on owner-occupied residen- 
tial property in the unusual period 
of 1932-1933. 

Following is a digest of this 
scientific study on an investment 
of $1,000,000 in FHA 25-year mort- 
gages, bearing 442% interest, pur- 
chased at 102%. It is based on the 
assumption that 10% of the mort- 
gages will default within five years 
from the date of purchase, that 
none of the foreclosure costs will 
be recovered, and, since mortgages 
in good standing will have been 
reduced to 80% of appraised value, 
no further losses incident to fore- 
closure will be sustained: 
Investment fund $1,000,000 
Average amount of 

mortgage 
Number of mortgages— 

200 (10%—20) 

Average number of mort- 

gages defaulting in each 
five years—4 

Foreclosure cost in New 

York State 
Allowance by FHA until 
mortgage is reduced to 
80% of value of prop- 
erty (during first five 


$ 205 


(Continued on page 175) 
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Build Bank Credit With Field Warehousing 


Here is the clearest analysis of field warehousing and its 
benefits we have ever seen—together with a highly illumi- 


nating story 


HE need for new avenues of 

credit to augment earning as- 

sets of banks has been increas- 
ingly important during the past 
few years. This has led to the 
consideration and adoption of many 
kinds of loans that only a short 
time ago were either regarded as 
unsuitable for the employment of 
funds of commercial banks, or types 
of loans that up to recent years 
have been of relatively minor im- 
portance. After thoroughly consid- 
ering many of these proposed addi- 
tions to commercial banking credits 
and applying conservative prin- 
ciples in the judgment of them, 
many banks have added personal 
loan departments, have actively 
solicited assigned account loans, 
have directly entered the install- 
ment paper field—and as a result 
of these activities, have developed 
new sources of profit. 

One type of loan that has had a 
spectacular development within the 
past few years is the field ware- 
house loan. The rapid growth of 
this type of credit has brought it 
to the attention of many bankers 
for consideration in their own loan- 
ing activities. While the growth 
of field warehousing has been rapid, 
there has been enough experience 
to date, by bankers who have made 
use of the facilities, to demonstrate 
how this method operates in accord 
with the needs of commercial bank 
credit. The experience of these 
bankers in handling field warehouse 
loans, along the same conservative 
lines applying to other loans in the 
bank’s portfolio, is very satisfac- 
tory. 

There are, however, some feat- 
ures inherent in field warehouse 
operations that are not present in 
other types of loans. The principal 
difference is in the mechanics that 
creates bankable collateral under 
circumstances where other methods 
either do not apply or are inade- 
quate. 

Staple commodities stored in ter- 
minal warehouses have long been 
the basis of desirable bank credits. 
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By GEO. D. BUSHNELL 


American National Bank & Trust Company, 
Chicago, Illinois 


Large sums are continually loaned 
in this way with reasonable risk 
and adequate return. Warehouse 
receipts of well managed, finan- 
cially responsible warehousemen, 
issued in conformance with the 
Warehouse Receipt Laws prevalent 
in most states, are welcomed by the 
conservative banker when those re- 
ceipts cover staple, readily salable 
commodities. 

The same commodities stored on 
the premises of the borrower (and 
subject to his control) have not 
been regarded as suitable collateral 
by the banker, except of course as 
a portion of the excess current 
assets of the borrower considered 
in conjunction with an open line. 
It is the province of field ware- 
housing to convert that latent credit 
basis into actual collateral by a 
legal, responsible, accurate, and 
protective custodianship. 

This may be illustrated by two 
comparative cases—corporations in 
the same line of business, somewhat 
varying in size but with the same 
essential problems, with the same 





Factors That Make Good 
Field Warehousing Loans 


1. A well managed company. 

2. A consistent record of prof- 
its. 

3. Substantial portions of prof- 
its left in the business. 

4. A security that is readily 
salable. 

5. Constructive, non-specula- 
tive purposes for using the loan. 

6. A bonded custodian of col- 


lateral to protect the bank's in- 
terests. 


of how it worked in one typical instance. 


kind and comparative quantities of 
raw materials: 


These are both confectionery 
manufacturers, one located in a 
large city, the other in a small 


community 180 miles away. Both 
have good management, both are 
profitable and have plowed sub- 
stantial earnings back into the busi- 
ness. Both need bank credit for 
seasonal requirements. 

The first manufacturer, located 
in the larger center, buys his sugar 
requirements in quantities and 
stores it in a terminal warehouse. 
The receipts issued by the terminal 
warehouse are excellent collateral, 
and the manufacturer can readily 
borrow his requirements from the 
bank on a proper margin at rea- 
sonable interest rates. 

The second manufacturer, located 
in the smaller community, has no 
local warehouse in which to store 
his sugar. In addition, his bank 
cannot lend the full amount he 
requires, due to legal limitations. 
Prior to field warehousing, this 
company’s problem was_ acute: 
beyond its open line requirements 
and bounded by the local bank’s 
limitations, it had no simple way 
to obtain the needed amount of 
credit. 

As matters stood, upon a strictly 
statement-open-line basis, the com- 
pany had the full commitment to 
which it was entitled—$30,000. In 
spite of its satisfactory record, 
earnings, merchandise turnover, and 
the staple nature of its raw mate- 
rials, it was limited in operations— 
unless some simple method of con- 
verting inventory into collateral 
could be applied to provide a 
needed $50,000. The problem was 
one of business, not of speculation 
—of future benefits to both bank 
and customer if the quantity price- 
saving and discount could be ob- 
tained through seasonal use of 
bank credit. 

In just such a case, the phrase 
“field warehousing brings the ware- 
house to the goods’’ justified itself. 
A field warehouse company estab- 
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lished a bona fide warehouse on 
the manufacturer’s property, issued 
receipts, and so created specific col-. 
jateral values: The local bank took 
$25,000 of the new secured line; its 
city correspondent the additional 
$25,000. These amply secured loans 
were, needless to say, warmly wel- 
comed. 

This comparison of actual cases 
may seem at first glance to be too 
casual. It should be noted, how- 
ever, that the following conserva- 
tive principles of bank credit have 
been applied: 

1. The company is well managed. 


the use of the money. This cannot 
be exact, but even disregarding 
the savings in handling costs, in 
operating convenience in produc- 
tion planning, there are some def- 
inite dollar comparisons that can 
be made. These comparisons are 
often made as a matter of course 
by bankers experienced in field 
warehouse loans. . 

In the case previously referred 
to, there are three very definite 
savings that can be effected by 
establishing an adequate loan basis. 
These are the quantity price sav- 
ing, the discount, and the carload 


warehouse charges. The difference 
is the profit due to field warehous- 
ing operations. If there is no profit, 
or a very slight one, then the credit 
is not worthy of its hire. 

Bankers are jealous of their posi- 
tion as custodian, whether of trust 
funds, savings accounts, commercial 
deposits, or of collateral. Beyond 
the policies established which are 
calculated to fulfill these obliga- 
tions, bankers are ever alert to see 
that policies become practices, that 
theories become facts. 

As the field warehouse company 
is the collateral custodian of the 





tionery | 2. The company is profitable. freight saving. Add these and de- bank, it follows that the field ware- 
in a} 3. Substantial portions of the duct the cost of the credit and (Continued on page 164) 
small profits have been left in the : 
Both business. P 
th are} 4. The security is readily sal- A 
| sub- able. Cc 
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Improved Statement Form 


Speeds Up Month-End Work 


Y CHANGING the size of the 
B customer statement and ledger 

sheet, the Bank of America has 
effected important economies in 
labor and material costs. Also, it 
was able to improve bookkeeping 
efficiency and speed up the prepara- 
tion of the monthly statements. 

One item alone, that of a 15% 
saving in the paper used for the 
statement and ledger sheets, is con- 
sidered very important, in view of 
the large quantity of forms used by 
the Bank of America organization 
for this purpose. Statement and 
ledger forms represent important 
items of cost in the average bank, 
and the possibility of securing a 
Saving is therefore greatly to be 
desired. 

In this connection it should be 
pointed out that the Bank of 
America uses the single posting 
system, with carbonized statement 
and ledger sheets. With the reduc- 
tion in the size of these forms, the 
cost of carbon paper was also cut 
down’ materially. Furthermore, 
bookkeeping efficiency has been im- 
proved, for the smaller sheets are 
easier to handle on the various types 
of bookkeeping machines. 

The old statement form included 
a perforated stub on which the 
bookkeeper listed the new balances. 
At the end of the month, the stub 
was detached for use by the analy- 
sis department, which operation 
made it necessary for the teller to 
transfer the last balance to the 
statement proper. 


In the new type of compact state- 
ment form, the stub has been en- 
tirely eliminated, and with that, the 
detail of detaching it and transfer- 
ring the balance. Obviously, this 
represents an important saving of 
time and effort, for in the past, it 
was sometimes necessary for the 
tellers to work overtime in order to 
transfer the balances prior to deliv- 
ery or mailing of the statements. 
The act of transferring the balance 
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At least four important savings in time and expense were 
made by the revisions in the ledger statement forms described. 


By W. D. YEALLAND 


Asst. to the Cashier, Bank of America N. T. & S. A., San Francisco, Calif. 


with pen and ink was also a source 
of error, considering that the teller 
worked under pressure to complete 
this detail in the allotted time. 
Errors are always embarrassing 
when the wrong balance appears on 
the portion of the statement form 
which goes to the customer. 

Another important saving inci- 
dental to the change from the old 
to the new type of statement form 
has been made in the addresso- 
graphing of the statements. For- 
merly, it was necessary to make two 
addressograph impressions, one to 
head up the portion of the state- 
ment given to the customer; the 
other for the stub, so that when de- 
tached and referred to the analysis 
department, it could be properly 
identified. In the revised form, the 
double operation has been elimi- 
nated. Only one impression is now 
necessary because of a change in 
the system, whereby the carbon 
copy, or ledger sheet, has replaced 
the stub for analysis purposes. 


Four Important Savings 
From This System 


1. A saving in the cost of paper 
stock was made by reducing the 
size of customer statements. 


2. The stub formerly retained 
by the bank has been eliminated 
with a reduction in cost and time. 


3. The name of the customer 
is now entered only once instead 
of twice, because the carbon 
copy is now used for analysis. 


4. The date of each entry is 
now entered once instead of 
twice. 


Before going into more detailed 
explanation of the changes which 
had to be made to adapt the smaller 
forms for more efficient operation 
and for the added convenience of 
the customer, it is necessary to go 
into some background material 
relating to the development of the 
single posting as it is now used in 
the Bank of America. 

During 1933, the Bank of Amer- 
ica, aS an experiment, commenced 
the use of a carbonized statement 
and ledger sheet, as part of the 
single posting system which it was 
then trying out. The new form was 
composed of three parts, the orig- 
inal which served as the customer’s 
statement, the duplicate which 
served as the bank’s ledger record, 
and the strip of carbon paper which 
was inserted between these two 
sheets. 


The original and duplicate, as 
then and now used, were printed on 
one sheet of paper with perfora- 
tions, so that they can be easily 
pulled apart. By putting the print- 
ing for the original on one side and 
for the duplicate on the reverse side, 
a duplicate set is obtained, when 
folded, convenient for single post- 
ing. 

The first carbonized statement and 
ledger was prepared in the same 
size as the separate statement and 
ledger sheets previously used in the 
bank for the double posting, name- 
ly, 10 inches wide and 91% inches 
high, with a stub which could be 
detached from the statement at the 
end of the month and used, as 
already explained, in obtaining the 
average balances and for account 
analysis purposes. The stub idea 
was a carryover from the old double 
posting system. 

The carbonized 


statement and 
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ledger sheet, and the single posting 
jdea, proved satisfactory. 

At the beginning of 1938, after 
making a thorough study of our past 
experience with the single posting 
system and the possibility of effect- 
ing still more improvements, we 
considered it advisable to change the 
width of the statement. Conse- 
quently, the statement form was 
narrowed to 8% inches, as against 
the former width of slightly over 
10 inches. This was made possible 
by eliminating the stub and revis- 
ing the setup of the form. 

The saving resulting from the 
cutting off of some two inches is no 
small item when it is considered 
that a form of the width of 8% 
inches can be manufactured more 
economically. The rotary presses 
use in the manufacture of these 
forms generally have printing 
drums with circumferences in mul- 
tiples of 84% inches. Any excess in 
the width over the 81% inches, there- 
fore, adds considerably to the cost 
of production. 


The elimination of the stub has 
proved advantageous from more 
than one _ standpoint. Whereas 
formerly, only the stub was re- 
ferred to the analysis department, 
now the entire carbon copy is used 
for analysis purposes. In the analy- 
sis of certain types of accounts, it is 
advantageous for the analysis de- 
partment to have more complete 
data than was contained on the stub, 
such as the number of deposits dur- 
ing the month, and the like. 


Furthermore, with the elimination 
of the stub, the new daily balances 
are now shown in a column on the 
statement form proper. The deposi- 
tor is, therefore, given a more com- 
plete record, one that shows his 
actual balance for each day of the 
month. This feature is very much 
appreciated by many depositors. 

The carbon copy is available, im- 
mediately after serving the purpose 
of account analysis, for binding and 
fling. The copies have holes for 
binding in self-locking permanent 
canvas binders for each month. 
This binding results in a better con- 
trol of the bank’s vital records than 
was possible under the old system 
of filing the material by full year 
periods. 


With the exception of the dele- 
tion of one of the date columns and 
the addition of the “new balance” 
column, the general arrangement of 
the revised form remained un- 
changed. 

However, because of the smaller 


(Continued on page 176) 
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In comparing the old and the new forms (the new one is the smaller) note: 
(1) Elimination of the stub and transfer of the New Balance column to the state- 
ment form; (2) the Balance To Date is no longer transferred in ink from the 
stub to the statement form. Instead, it appears in the new balance column on 
the statement form; (3) the new statement form contains also the daily balances. 
In the old form the daily balances were shown only in the stub, which was 
not given to the customer; (4) the column for entering checks has been narrowed; 
and (5) in the new form only one addressograph impression is used. 
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New Business Through Collateral Loans 


When a bank finds more ways of serving a customer, it uncovers 





| 
| 


more ways of creating profitable business. Information dis- 
closed in the process of arranging a collateral loan enables the 
alert loan officer to function in a “new business” capacity. 


HE making of a collateral loan 

often furnishes the bank an 

opportunity for obtaining addi- 
tional business,” said a loan officer 
whom I was visiting recently. 

“In what way?” I asked. In reply 
he outlined the bank’s experience 
in words something like the follow- 
ing. 

The individual’s application for a 
collateral loan makes necessary an 
investigation into his background, 
which ordinarily might not be 
made. 

In the main, two significant ques- 
tions are put to the prospective 
borrower. These are: 

A. What collateral do you wish 
to pledge as security for the loan? 

From the type of security he 
offers we can get a good idea as 
to the kind of investments he has 
made. This gives us an indication 
as to whether or not this customer 
might be a good prospect for our 
trust department. 

B. How do you intend to pay the 
loan? 

The answer to this question will 
probably reveal sources of income 
about which we previously had nc 
knowledge. Thus, he may disclose 
that he’s about to receive some 
money from an estate, which infor- 
mation can lead to increased busi- 
ness for the bank’s trust depart- 
ment. A discussion of this question 
may also bring out some of his 
other sources of income, in connec- 
tion with which the bank might be 
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of additional service to him in some 
other capacity. 

From these two questions, we 
learn things about the man’s per- 
sonal investments and income that 
we wouldn’t know about if we 
hadn’t discussed them with him. 


The knowledge gathered from 
this examination can then be 
utilized to sell the services of other 
departments of the bank. Thus, in 
discussing a collateral loan with a 
customer, there are disclosed nu- 
merous opportunities for obtaining 
additional business either from the 
borrower himself, his firm, or other 
members of his family. This may 
be commercial, savings, trust, or 
safe deposit business. 


For example, discussion of col- 
lateral often involves consideration 
of personal investment plans. 
Properly handled, this may result 
in new business for the trust de- 
partment. Frequently too, the bor- 
rower also has many securities on 
hand. When the loan is paid off 
in full, many a customer—at the 
suggestion of the loan department 
—has proceeded to let the trust de- 
partment look after the details of 
handling his securities, and per- 
forming other services for him. 
This takes a burden off the cus- 
tomer’s mind, and at the same time, 
gives the bank more business. 


If the applicant is an official of a 
corporation or a member of an 
organization whose business would 
be desirable, an excellent oppor- 
tunity is at hand to enlist the active 
aid of the customer in gaining his 
firm’s banking account. This can 
best be done by giving him good 
service on the business we handle 
for him, and thus gaining his con- 
fidence. 

To gain his confidence, we show 
a friendly interest in his business, 
and also in his personal affairs. 
Then, when he wants to discuss 
some business situation he feels | 
free to come in and talk to us. 

When the borrower is convinced 
that he can discuss matters with a 
bank officer who is interested in 
his affairs, who has his finger on 
the pulse of business in general, and 
who, consequently, is often able to 
offer constructive suggestions, the 
response is gratifying. He not only 
tends to become a permanent cus- 
tomer of the bank, but also is of 
invaluable aid in securing his firm’ 
business for the bank. 

If the bank already has his com- 


pany’s account, an opportunity is at ' 


hand to obtain increased business. 
Besides, there are many other 
services that can be offered to his 
business by the bank besides check- 
ing facilities. 

Knowledge of individual finances 


can open the way to discussing the | 


trust company as executor and 
trustee under will, or trustee under 





Two Questions Asked Of Borrowers And What The Answers Reveal 


Question A. What collateral do 
you wish to pledge as security 
for the loan? 


The Answer Reveals 


1. What kind of investments 
the customer makes. 


2. Whether or not he is in need 
of an agency account. 
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3. The possible need for safe 
deposit service. 


Question B. How do you plan 
on paying the loan? 


The Answer Reveals 
1. Sources of income. 
2. Whether or not he is in need 


of a trust service for an estate 
about to be closed. 

3. Corporation connections 
which may be valuable in obtain- 
ing new bank accounts. 

4. The possible need for a life 
insurance trust. 

5. The possible need for a busi- 
ness loan. 
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The Technique Of 
Handling Collateral 


1. In one operation is made (by 
using carbon paper): a collateral 
record, a customer's receipt, and 
an interdepartmental receipt to 
be signed by the collateral teller 
and returned to the discount de- 
partment for permanent filing. 


2. A collateral record is made 
on a large card on which com- 
plete descriptions and current 
market values are entered. 


3. An entry is made for each 
security on a cross file where all 
the owners of one issue are 
brought together. 


4. The collateral is then turned 
over to the custodian of collateral 
and a receipt secured, signed by 
the custodian and collateral 
teller. 


5. The securities are then filed 
in fireproof trucks which are pro- 
tected by dual control locks. 


6. Notes are O. K.'d by three 
officers: an assistant to the execu- 
tive head of the banking division, 


COLLATERAL RECORD 
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a credit officer, and the chairman 
or vice-chairman of the loan divi- 
sion. 


7. The auditing department ex- 
amines the notes for proper 
initials, totals, discount, collat- 
eral, payments, and interest. 


8. The auditor checks with the 
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collateral teller as to the filing of 
the securities. 


9. Once a month, the auditor 
makes a physical verification of 
all collateral. 


10. Collateral is verified by 
contact with the borrower an- 
nually. 





insurance trust, or the establish- 
ment of an agency account. 

Individuals do make provisions, 
of course, to liquidate loans in the 
event of death. Moreover, it is not 
unusual, when discussing plans for 
repayment, for the customer to dis- 
close the fact that he carries a large 
amount of life insurance. With this 
information, we are then given a 
chance to suggest that he establish 
a life insurance trust with the bank. 
Many opportunities are presented 
for mentioning other services of the 
bank that would be helpful to the 
customer. 

The phrase “loans on collateral” 
is a very broad term. However, for 
the most part, they may be classi- 
fied under the following headings: 

1. Loans secured by stocks and 
bonds enjoying a wide public 
public market. The majority of our 
collateral loans fall in this class. 

In making these loans, we follow 
the policy of having a variety of 
collateral, and usually we have a 
choice. When this policy is fol- 
lowed, the bank’s depositors are 
given greater protection. Thus, 
when one security declines drastic- 
ally in market value, others will 
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then act as a cushion for the de- 
cline. 

A stock offered as collateral, may 
have a narrow market, even though 
it is listed on a national security 
exchange. If we have a loan backed 
with 5,000 shares of stock, and only 
100 shares are traded each week, 
we realize that, in the event of 
forced liquidation, it would take 
too long to dispose of the collateral. 

2. Loans secured by warehouse 
receipts covering various types of 
commodities. 

3. Loans secured by cash value 
of life insurance. 

4. Loans secured by the assignment 
of accounts receivable. These loans 
are generally made only under 
special circumstances. For ex- 
ample, when the bank wants to be 
helpful to a customer of long 
standing, and cannot make a loan 
on the plain statement, it works 
out an accounts receivable loan. 

5. Loans secured by first mort- 
gages on real estate. 

6. Loans secured by chattel mort- 
gages on equipment. Ordinarily, 
this type of loan is not made. This 
may be attributed to the fact that 
oftentimes they are sought by a 


company as a last resort, and fre- 
quently are the forerunners to 
difficulties. 

In connection with our loans 
secured by stocks and bonds, we 
render our customers the following 
services: 

1. We clip coupons from the 
bonds, and account to the customer 
for the proceeds as_ previously 
directed. This service relieves the 
customer of making special trips to 
the bank, and also relieves him of 
other attendant details. 

2. We endeavor to collect called 
bonds and maturing bonds. 

3. We sell securities upon writ- 
ten instructions. 

4. We handle satisfactory substi- 
tutions of collateral. 

5. We claim stock dividends 
whenever necessary. 

It is easy to understand how a 
man who has been helped in this 
way is much more likely to borrow 
in the future than if the bank had 
not taken an active interest in his 
affairs, and had not concerned 
itself with the task of rendering 
him all possible accommodations 
and services. Experience proves 
that a helpful attitude on the part 
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of the bank is heartily reciprocated 
by the customer. 

With this background in mind, 
let us examine how collateral loans 
are most effectively handled after 
they have once been accepted by 
the bank. 

First of all, in one operation (on 
forms with carbon paper), the 
bookkeeper makes a_ customer’s 
receipt, and an inter-departmental 
receipt, to be signed by the col- 
lateral teller and returned to the 
discount department for permanent 
filing. This eliminates to some ex- 
tent ordinary human errors, and 
saves duplication of effort. 

The collateral record, seen in the 
accompanying illustration, shows: 
Name and address of borrower; 
amount of loan; coupon instruc- 
tions; date of entry; document 
numbers; description of collateral; 
amount; delivery and interest dates; 
column for auditor’s initial; where 
listed; quotation; and market or 
loan value. 

The interest dates are so arranged 
that the necessary information is 
readily obtainable. The delivery 
date is stamped over the space 
labeled ‘interest information.” 
Market values are put in with pen- 
cil, so that they may easily be 
changed to keep abreast of market 
fluctuations. For each customer, a 
separate collateral record is made. 

In addition, we have a cross file, 
on which appears the names of all 
customers owning or having as 
collateral a certain security. This 
form is filed under the name of the 
security, so that we may know the 
amounts of any kind of security 
pledged. This procedure makes it 
comparatively easy to locate the 
loans affected by radical market 
fluctuations when there is a break 
on the exchanges, or when other 
information is desired. 

Rather than go through all the 
collateral cards, we simply go to the 
cross section file and pick out names 
of customers having the security. 


This set-up also comes in handy 
when bonds are called for payment. 
Thus, instead of having to go 
through all of our collateral 
records, we merely go to our cross 
file. From it, we pick out the names 
of all holders. Similarly, this pro- 
cedure is followed by us when— 
as frequently happens—stocks are 
called in for exchange. 

The advantages of this cross file 
system are that it saves time, ex- 
pedites the general banking routine, 
and increases efficiency. 

When the records in the discount 
department are complete, the col- 
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Special Services Rendered 


1. Clipping coupons and han- 
dling proceeds as the customer 
directs. 


2. Collecting called and matur- 
ing bonds. 


3. Selling securities for cus- 
tomers. 


4. Handling satisfactory sub- 
stitutions of collateral. 


5. Claiming stock dividends 
whenever necessary. 


6. Arranging a life insurance 
trust to relieve customers of in- 
surance details. 





lateral is turned over to a custodian 
and a collateral teller, having dual 
control. They check the collateral, 
sign the inter-teller receipt, and file 
the securities in fire-proof trucks 
equipped with two locks. The col- 
lateral can then be withdrawn only 
in the presence of the collateral 
teller and custodian, since they 


alone are entrusted with the two 
sets of keys both of which are 





necessary to open the trucks. At 


night, these trucks are placed in J 


the main vaults. 

It has been found advantageous 
to maintain the collateral and dis- 
count departments as two separate 
units, not only because it insures 
greater efficiency, but also because 
it acts as an important safeguard, 

When the discount department 
hands securities to the collateral 
department, it always receives a 
receipt. This is an inside auditing 
precaution in that the collateral de. 
partment at no time has access to 
the individual collateral records 
kept in the discount department. 
All transactions between the two 
departments are handled on a 
receipt basis. The securities going 
into the collateral department are 
receipted for by the custodian and 
collateral teller. When _ securities 
are withdrawn, they must also be 
withdrawn by the custodian and 
collateral teller. In other words, 
both of these employees must be 
present when securities are filed in 
the security trucks, and when 
securities go out. 


By using separate departments, 
the bank is enabled to eliminate the 
necessity of keeping cash in the 
loans and discounts cage. The 
tickets are put through a separate 
department on the theory that 
while cash, securities, and records 
are necessary for separate manipu- 


lation—separating custody from 
records helps avoid infidelity by 
making collusion difficult. The 


handling of cash and the issuance 
of cashier’s checks are taken care of 
by a member of the collateral de- 
partment. This system operates as 
a double check for the bank. 

Before the notes are actually 
filed, they must be approved by 
three other officers: an assistant to 
the executive head of the banking 
division, an officer of the credit de- 
partment, and the chairman or vice 
chairman of the loan division. 

The auditing department verifies 
all notes for proper initials, totals, 
discount, collateral, payments, and 
interest. It checks the collateral 
teller for the receipts and deliveries 
of collateral (each of which is re- 
ceipted for) against: full payment 
of loan, part payment of loan, and 
exchanges of equal values. For this 
and other reasons, the bank de- 
scribes collateral on its records to 
the fullest extent. 

A complete description of the col- 
lateral is regarded as an absolute 
necessity. It may take a little more 
time to do this, but in the end we 


(Continued on page 175) 
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Characteristic Loan Hazards Of A Bakery 


Because a bakery business is a cash business, loans can readily 
be liquidated, especially when payments are made periodically. 


HEN properly managed, a 
Wioeatery is likely to be a profit- 

able business. It is true that 
margins are small, and there are a 
number of hazards characteristic of 
the industry, but proper manage- 
ment can avoid losses from these 
hazards. 

Just as in any other business, 
there are those who succeed, and 
those who do not, so it is essential 
that a loan officer know enough 
about the business to be able to 
recognize when hazards are pres- 
ent, and when they are avoided 
by the proper management policy. 

Perhaps the first policy that 
should be well established is, “Only 
quality products will be produced 
and sold.” 

When the quality of products is 
reduced, either they do not satisfy 
the sense of taste of customers, or 
they do not stand up in competi- 
tion with better goods. The result 
is that customers may be lost. 

This, therefore, is a competition 
which the baker creates for him- 
self. By maintaining a high stand- 
ard, he is then on an equal footing 
with any competitors in at least 
that respect. 

However, a competitor may put 
him at a disadvantage, if he does 
not give the proper attention to 
his equipment. Where improve- 
ments are made, they are to bring 
about lower costs, and the baker 
who operates with old equipment 
commonly has higher costs of pro- 
duction than the one who has mod- 
ernized his plant. 

The matter of deciding when to 
put in new equipment or to 
remodel the bakery requires care- 
ful judgment, and perhaps some 
expert advice. This advice may be 
had from bakery experts who are 
how commonly found in the larger 
cities, and they may be contacted 
through the city correspondent. 

If a baker comes to the bank, 
therefore, with a plan for modern- 
ization, the banker might well get 
some expert advice for him through 
contacts made for him by the city 
correspondent. 
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By VICTOR E. MARX 


Editor, Bakers Helper, Chicago, Illinois 


Mr. Marx supplied the technical facts given 
here on the bakery business.) 


‘ 


Baking is a local industry, but 
some general policies are followed 
nationally and developments occur 
constantly which must be known in 
order to pass adequate judgment 
on an individual case. 

Competition often brings tempta- 
tions to do things which are not 


according to the best policies. For 
example, a temptation may arise 
to operate a store in a certain 
locality, just to compete with some 
other baker, when that store can- 
not be operated at a profit. Cer-- 
tainly no benefit can come from 
operating a store at a loss, and so 
the policy, “Stores will be operated 
only in those locations where they 
can pay a profit” is fundamental. 
Sometimes, a growing business 
brings about a temptation to ex- 
pand, but in an effort to save the 


Protection Given A Bakery By Each Type 


This is a check list. 
surance needed. 


policies. 


Of Insurance 


Few if any bakeries will require all of these coverages. This list should be the basis 
for a study of the borrower's premises by an ex ur 
Many of these items are added to other policies as endorsements and need not be separate 


rienced insurance man, who will then recommend the in- 








Name Of Insurance 


Automobile fire, theft, 
and collision 


Automobile public liability 
and property damage 


Betterments and improve- 
ments 


Boiler insurance 
Burglary 


Business accident 


Business interruption 
with supplemental 
endorsement 
Business life 


Consequential loss from 
fire and allied hazards 


Elevator liability with 


property damage endorse- 
ment 


Explosion 
Fidelity bond 


Fire with additional 
hazards endorsement 


Forgery bond 


Manufacturers public 
liability 


Repays Losses Resulting From: 


The damage or loss of the insured automobile by fire, theft, or a. 
collision. 








The automobile of the insured causing injury, death, or damage to 
the property of others. 





Damage by fire to equipment and other devices which a tenant has 
added to a rented building. 














from an accident to a steam 


Loss, expense, and damage resultin om ar 
odily injury to persons occurs. 


boiler in which property damage or 





Property being stolen by someone entering the building for the purpose 


of stealing, and leaving visible marks at the place of entrance. 





An accident to the one insured. Certain amounts are paid to the 
business (rather than to the insured or a personal beneficiary) for dis- 
memberments, loss of eyesight, or for death. 





Business being inoperative due to destruction or serious damage to 
building, machinery, or the raw material, resulting from fire, tornado, 
riot, civil commotion, falling aircraft, or explosion (the insured is 
reimbursed for the net profits and the fixed charges thus lost). 





Death—the stated amount to be paid to the business (rather than to 


a personal beneficiary.) 
Damage which is the indirect result of a fire or other unexpected 
happening. 





Injury or death of any person not employed by the insured; or damage 
to property not owned by the insured, caused by the named and 
described elevator of the insured. 





Damage to property of the insured, caused by a “violent bursting or 
expansion with great noise,” or by the bursting of fly wheels, electric 
power generators, or internal combustion engines. 





The dishonesty of employees of the insured. 





Damage or destruction of the insured property by fire, windstorm, 
hail, riot, explosion, aircraft, motor vehicle, or smoke damage. 





Someone signing the name of the insured to checks, notes, or other 
documents in an attempt to obtain money or other property illegally. 





The injury or death of anyone not in the employ of the insured for 
which the insured is liable, (including defense, and payment of all 
legal and first aid expense.) 
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Protection Given A Bakery By Each Type 


Name Of Insurance 


Fire and explosion legal 
liability 


Messenger robbery 
Plate glass 
Products liability 


Riot and civil commotion 
Safe burglary 


Sprinkler leakage 
Water damage 


Workmen’s compensa- 
tion 


Of Insurance 


Repays Losses Resulting From: 


Being held legally liable for loss to other property because of a fire 
or explosion in the insured property. 





Porcihie possession being taken of money, securities or mooie (or an 





attempt to take) while in the custody of an employee outside the 
_Premises of the insured, during certain hours. 

Breakage or other ‘damane to plate gs ass, spec fic ally dasceitied. (The 
glass is usually replaced rather than a money payment being made.) 





Cc aims for illness or death resulting ‘from ‘products: such as food ‘and 
drink manufactured or sold by the insured. 





” The ‘@eliberate ‘and disorderly. acts of three or more persons which 


terrorize the public and damage property. 





‘Personal property being ‘stolen from | a vault or safe. 





‘The discharge of water or other substance from a sprinkler system or 


from the collapse of a tank whic h is part of a sprinkler system. 








” Property damage caused by the accidental disc sharge, lez aks age, or over- 
flow of water, steam, or other substance escaping from plumbing 
systems, tanks, heating systems, standpipes for fire hose, refrigerating 
systems, and the like. 





Injuries to workmen for which a workman's compensation law re- 
quires the employer to pay. 


Bakery Management Policies Which Avoid Losses 


The Policies 


1. Only quality products will 
be produced and sold. 


2. The most modern equipment 
will be used to keep down costs. 


3. Stores will be operated only 
in those locations where they 


can pay a profit. 


4. Assistance is to be obtained 
before planning and equipping a 
new bakery or an addition. 


5. Adequate capital is to be 
maintained even if it is neces- 
sary to sell additional capital 


stock. 


6. Overexpansion in plant or 
equipment is to be avoided. 


7. An adequate system of cost 
accounting will be maintained. 


8. A definite effort 
made to keep in touch with other 
bakers, by attending conventions 
and reading trade papers, in 
order to understand competition 
and thus be prepared to avoid 


competitive losses. 


9. Constant supervision will be 
maintained over deliverymen and 
clerks because they represent 
the bakery to its customers. 


is to be 


The Hazards 


1. Loss of trade from the re- 
duction of quality to cut costs. 


2. Added labor and fuel cost 
by using equipment that has be- 
come obsolete. 


3. Overexpansion by _ estab- 
lishing additional stores in places 
where they cannot succeed. 


4. In an effort to save by buy- 
ing secondhand equipment, a 
bakery may be obsolete the first 
day it is used—and the cost of 
operation may, therefore, be 
higher than the costs of com- 
petitors. 


5. Insufficient capital may seri- 
ously hamper operations or re- 
quire unwarranted loans. 

6. Overexpansion will tie up 
too much capital in non-turnover 
assets. 

7. Losses in one process may 
be covered up by the profits in 
others and so excessive costs 
may not be discovered. 

8. Without knowing what other 
bakers are doing, obsolete prod- 


ucts, equipment, and methods 
may increase costs to a danger 
point. 


9. A careless driver or one 
who is untactful or discourteous 
may cause the loss of customers 
who may never return. 





150 


cost of expansion by buying second- 
hand equipment, a bakery may be 
obsolete the first day it is used, 
and the cost of operation may, 
therefore, be higher than the costs 
of competitors. There are times 
when secondhand equipment may 
be adequate, but a careful study 
needs to be made in order to de- 
termine the feasibility of such an 
investment. 


While every bank wants all of 
the good loans it can get, there is 
a point, of course, beyond which 
loans should not go. Adequate 
capital is necessary, and if it is 
permanent capital that is needed, 
bankers have frequently been help- 
ful by advising the baker to sell 
some stock in his enterprise rather 
than to borrow constantly. 

Sometimes the lack of adequate 
capital is due to the fact that too 
much money was put into the plant 
in the first place. Consequently, 
when any bakery is being built, 
purchased, or remodeled, a careful 
study needs to be made as to what 
is exactly the right amount of capi- 
tal to invest in these necessary but 
non-turnover assets. 


When it is realized that some 
bakers have a hundred or more 
products to manufacture, it is easy 
to see that there is a_ possibility 
that, without adequate cost account- 
ing, losses might be suffered on 
one or two products which might 
possibly be covered up by extra 
profits on some others. This, of 
course, is not a healthy condition. 
Only cost accounting can keep a 
baker and his banker fully in- 
formed as to whether each part of 
the business is being operated as 
efficiently as it should be. 


This matter of accounting is fre- 
quently neglected, because of the 
fact that many bakers have gone 
into the business as_ craftsmen 
rather than as businessmen. They 
know how to handle an oven, but 
they have had little experience in 
business management. Assistance 
can be had in this part of the busi- 
ness, however, and if the local bor- 
rower does not know how to get 
it, the chances are that informa- 
tion can be had through the city 
correspondent bank. 

Because of the fact that the 
owner, who is very often also the 
baker, is kept so close to his busi- 
ness, it is difficult for him to keep 
in touch with modern develop- 
ments. So a banker may be of 
very definite help to a local baker, 
by encouraging him to attend con- 
ventions,. read trade papers, and 
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otherwise Keep in touch with the 
trade. 

While production may be well 
controlled if the baker is doing his 
own operating, there is an impor- 
tant hazard that can develop if the 
men who sell to other stores, and 
those clerks who wait on the cus- 
tomers, are not properly super- 
vised. 

Naturally, these people must not 
only be honest because of the 
money they handle, but they should 
also have the proper attitude to- 
ward customers. A customer is 
very easily offended, and when 
she is, it is all too easy for her to 
buy from some other baker. Con- 
stant supervision on the part of 
the owner can maintain the right 
type of personnel, and keep that 
personnel on the alert to give the 
right kind of service to all cus- 
tomers. 

There are, of course, a number 
of other hazards that may be in- 
sured against. The common ones of 
fire, burglary, public liability, and 
explosion are quite generally 
known. But there are others which 
are listed in the table, herewith, 
which may well be checked. It is 
to be emphasized that no one baker 
will need all of these different 
types of coverage. It is also to be 
emphasized that many of these 
coverages can be had at a very 
little expense by adding clauses to 
other policies. 

If the borrower operates a one- 
man business, that is, if he is the 
baker and the manager as well, 
business accident and business life 
insurance are quite important, be- 
cause if he should become incom- 
pacitated, his business might run 
down very fast. But with this in- 
surance, there would be some funds 
available which the bank could get 
to pay the outstanding loan. 

Manufacturers’ public liability is 
quite important these days, because 
so many people have learned that 
any type of injury on the premises 
of a businessman is a basis for a 
damage suit. The proper public 
liability insurance, not only takes 
care of payments which are al- 
lowed on any such claims, but 
more important than that, the claim 
is handled from beginning to end 
by the insurance company. In this 
way, little or no publicity is given 
to the baker which might be quite 
unfavorable in a local community, 
and his time is not required to go 
to court. So often, claims are made 
that are not justified. But, without 
public liability insurance, the baker 
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might get considerable unfavor- 
able publicity, and might event- 
ually be required to make payment. 

Because bakery goods are foods, 
there is always a possibility of 
claims being made based on for- 
eign matter found in the goods. 
These claims are very difficult 
for a baker to fight, but the insur- 
ance companies are set up to 
handle such cases. Their attorneys 
have plenty of experience, and 
know just exactly how to go about 
the situation. By having products 
liability insurance, the baker is 
entirely relieved of fighting all such 
claims. 

Occasionally, claims are made be- 
cause of illness which is considered 
to have been caused by some 
bakery goods containing custards. 
It is generally understood that cus- 
tards are ideal media in which bac- 
teria will quickly develop. Conse- 
quently, no matter whether the 
bacteria got into the custard in the 
bakery or in the home, there is 
more danger, than in the case of 
bread, of claims being brought. The 
insurance company will handle all 
such claims from first to last, and 


New Figures On 
Deposit Insurance 


The Federal Deposit Insurance 
Corporation has released informa- 
tion which shows that a change of 
insurance protection from the pres- 
ent maximum of $5,000 for each 
depositor to $10,000 would increase 
insured deposits by three billion, 
and a change to $25,000 would in- 
crease insured deposits by seven 
billion. These amounts would be in 
addition to the $21.7 billion esti- 
mated to have been insured on Sep- 
tember 21, 1938, under the existing 
maximum of $5,000 for each deposi- 
tor. A $10,000 provision would 
have insured 51% of the $48.2 bil- 
lion of deposits reported by the 
banks, while a $25,000 provision 
would have insured 59% of the de- 
posits. These figures may be com- 
pared with insurance of 45% under 
the present law. 

Of the 61,392,000 accounts, there 
were 429,000 with balances of more 
than $10,000 each and only 174,000 
with balances of more than $25,000 
each. As a consequence, a maximum 
coverage of $10,000 would have pro- 
vided full insurance protection to 
99.3% of the accounts, while a 
maximum of $25,000 would have 
provided full protection to 99.7% of 
the accounts. Under existing law 


this is a tremendous relief to the 
baker. 

Probably, the public liability and 
the products liability coverages are 
more important than any other 
kind. A building can be replaced, 
but a death claim based upon ill- 
ness caused by goods sold by a 
»baker may ruin his business en- 
tirely. 

Plate glass insurance is also very 
important because of the fact that 
children so frequently buy the 
bakery goods. They may come into 
the store with roller skates on their 
feet. If they slip, they may crash 
into the showcase. If the showcase 
is specifically included in the plate. 
glass insurance, such losses will be 
promptly cared for by the insurance 
company. The common practice is 
to replace the glass without expense 
to the baker. 

In the same way, if the plate 
glass in the window is broken, the 
matter is taken care of by the in- 
surance company. It is not so much 
the expense of replacing the glass, 
as it is the bother of which the 
baker is relieved by this type of 
insurance. ; 


98.4% of the accounts are estimated 
to be fully protected by insurance. 


The number of banks whose de- 
posits were insured 100% would 
have increased to 2,078 with a 
$10,000 limitation and to 6,001 with 
a $25,000 limitation. These banks 
held deposits of $397 million and 
$2,068 million, respectively. With 
the present $5,000 limitation all de- 
posits in 456 banks were fully pro- 
tected. Under a $10,000 provision 
deposits would have been insured 
80% or more in 11,580 banks, com- 
pared with 12,790 banks under a 
$25,000 provision and 9,566 banks 
under the $5,000 provision. 

The study upon which these fig- 
ures are based was decided upon 
following the introduction in the 
last session of Congress by the 
Honorable Henry B. Steagall of 
Alabama, Chairman of the Com- 
mittee on Banking and Currency of 
the House, of a bill to increase the 
maximum coverage from $5,000 to 
$10,000 for each depcsitor. 


Suit Prices And Taxes 


A man’s suit selling for $50 could 
retail for $44.76, if hidden taxes 
were eliminated, according to the 
Naticnal Consumers Tax Commis- 
sion. 
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Cost Accounting For Small Accounts 


To discover the adequacy of charges made to depositors with small 
accounts, it may pay to make an analysis like the one here presented by 
an Eastern banker. Certainly services should be paid for at a fair price. 


T IS rather significant that a 
dozen or more. systems for 
operating small checking ac- 


counts have been developed and 
adopted in the past three years by 
some 250 banks located in 18 states 
and the District of Columbia. 

The objective of these systems is 
to increase low-cost checking facil- 
ities for small income customers 
and thereby to merchandise the 
bank on a broader coverage basis, 
securing additional small loan and 
consumer credit business, while at 
the same time utilizing unused 
capacity of personnel, space, and 
equipment, thus increasing income 
with no increase of expense. 

There is a demand, and it is desir- 
able to service this class of cus- 
tomer, but it is important to know 
that it is being done with profit to 
the bank. The inference would ap- 
pear to be that, if you can utilize 
unused capacity of personnel, space, 
and equipment, with no increase of 
expense, what you can add to your 
income is “pure gravy.” Therefore, 
it is assumed, little thought need 
be given to the charges made for 
these services. 

But is‘this sound? Is it just? 
Should one class of customers be 
given service without bearing a 
just, proportionate share of the 
cost of all service? Should the sub- 
stantial customers of your bank be 
asked to carry a cost which really 





What Can Be Done 
When Costs Are Known 


1. Small balance checking ac- 
counts may well be encouraged, 
and they can be handled at a 
profit. 


2. Present charges should be 
compared to costs to determine 
whether the small balance cus- 
tomers pay the bank a profit. 


3. A system of charges can be 
worked out which can be made 
attractive to everyone. 
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By GILBERT BALKAM 


Manager, Dept. of New Business and 
Analysis, Quincy Trust Co., Quincy, Mass. 


should be allocated to those with 
small balances? 


If utilization of unused capacity 
is to result in any advantage to 
customers of the bank, it should be 
shared and shared alike on an equal 
and proportionate basis by all cus- 
tomers; otherwise the fundamentals 
of sound cost accounting are being 
violated. 


Do accounts pay their way with 
profit on the method at present in 
vogue in your bank? Here is one 
way to compute the profit possibil- 
ities of your own system: 


As an illustration of the method, 
let us use modestly low cost figures 
—lower than those prevailing in 
most of our banks, and much lower 
than those used in our large city 
banks. Working on an average 
monthly balance of $50, we might 
set down costs to the bank some- 
what as follows: 





Maintenance or readiness-to-serve $ .25 
Required profit (minimum) .25 
8 checks at 2% cents each .20 
4 deposit tickets at 4 cents each 16 
4 deposited items at % cent each .02 

Total cost .88 


Less credit at 3% on $50 





(20% reserve) 10 

Net cost .78 

Average cost per check on this basis, .0975 
This computation would seem to 
indicate that, if less than five 


checks are used in any one month 
(and paid for at ten cents each), 
the bank must suffer a loss or 
relinquish some of its profit, unless 
a minimum monthly charge of 50 
cents is required, for you have a 
40 cent cost (including a profit) to 
earn before any service or activity 


is given. The reason for using a 
25 cent minimum profit is that 11, % 
on $50 is only five cents, and no 
bank can afford to service accounts 
on any such margin. 

In view of the very evident trend 
toward offering service to the low- 
balance customer, would it not be 
desirable to attempt to adjust the 
commonly used measured service 
schedule to conform more nearly to 
the costs? 

Consider, for example, the prin- 
ciple involved in the schedule repro- 
duced below. This formula could be 
adjusted to meet the needs of any 
bank. 

A possible advantage in. this 
schedule is that while it is just as 
much a no-minimum-balance ar- 
rangement in the first bracket as 
are any of the systems, it puts no 
prominent emphasis on a required 
monthly service charge, but rather 
stimulates the thought of the cus- 
tomer in using a number of items 
each month equivalent to that 
required to cover the monthly 
minimum charge, in which case 
there is no monthly service charge 
except on a basis of the items used. 

It protects the bank against losses 
that would occur on accounts using 
only two or three items a month, 
and at the same time, protects the 
larger check user on the cost of his 
service. A customer using 25 checks 
at ten cents per check would pay 
$2.50, while in this proposed 
schedule, he would pay $1.75. In 
this plan, deposits would also be 
charged as items. Another desir- 


able feature of this suggested 
schedule is that it obviates the 
necessity of segregating special 


accounts, and permits all items to 
ride through the run of the work 
without thought of classification. 





Average Monthly 10-cent 5-cent 
alance tems* Items* 
Under $100..... first 10 all additional 
items 
$100-$199.. .| first 5 | all additional 
items 
$200-$299......| none all 
$300-$399...... none all over five 
$400-$499... none all over ten 


| Minimum Monthly 





Free Items Customer Cost for 


arge 10 Items (per item) 
$1.00 none 10 cents 
$ .50 none 7% cents 
none none 5 cents 
none five 2% cents 
none ten 


none 





* Deposit tickets count as items. 
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Commends “Middletown” Bond Policies 


- 


Accepting the invitation to comment on the activities of the investment com- 
mittee of the Bank of Middletown as reported each month in this magazine, 
this investment counsel outlines an investment program for a small bank. 


the January issue of Bankers 

Monthly and am accepting the 
invitation to send my reactions and 
comments. 

Bond trading by country banks, 
in my opinion, is a dangerous prac- 
tice and more often than not results 
in losses. Those in charge of the 
bank’s portfolio owe it to the deposi- 
tors to refrain from guessing the 
short swings of the bond market— 
both government and _ corporate. 
The bond portfolio should not be 
considered an extraneous part of 
the bank’s assets to be used as an 
instrument for making market 
profits. Too many banks regard it 
in this light and the practice has 
produced sad results. It should be 
borne in mind that the portfolio 
represents depositors’ money, which 
has been entrusted to the diligent 
care of the directors. This money, 
therefore, should be invested with 
safety as the paramount objective. 
Appreciation should be given little 
or no consideration. 

Based upon sound banking prac- 
tice, a bond portfolio must be man- 
aged in relationship with the bank’s 
statement of condition and internal 
set-up. It’s quite a task, if it’s done 
right. And it has to be done right 
or the bank loses. 

As the bond account represents 
invested deposits, great care must 
be exercised in selecting high grade 
bonds. Quality is important and the 
temptation to deviate from a con- 
servative standard in order to ob- 
tain yield must be vigorously fought. 
The bank that has been lax in this 
respect and finds itself holding a 
bond portfolio of mediocre quality 
should immediately take steps to 
improve it. 

Before a program can be formu- 
lated, consideration must be given 
to the extent to which bonds, sub- 
ject to money or credit risks, could 
depreciate in market value before 
deposits would be touched. This 
margin of safety can be determined 
by analysis of the bank’s statement 
of condition. A low margin of 


March, 1939 


I READ the article on page 28 in 


By THOMAS I. TRAUB 


Investment Counsel, Needham, Masa. 


safety is a danger signal, and it 
should be recognized by a bank’s 
management as an indication that 
policies must be changed. 

Other factors that need attention 
in formulating a sound investment 
program are: 

1. Percentage of bond account to 
total assets; 

2. Period of peak demand and low 
demand for loans; 

3. Nature and stability of demand 
deposits; 

4. Interest paid on time deposits; 

5. Use bank makes of its bond 
profits; 

6. Percentage of total income 
represented by bond account (in- 
cluding governments) income. 

The foregoing, no doubt, sounds 
quite elementary, but is overlooked 





Considerations in 
Developing An Investment 
Policy 


1. Determine how much the 
bonds owned could depreciate in 
market value before deposits 
would be touched. 


2. Compute the percentage of 
bond account to total assets. 


3. Determine the period of 
peak demand and low demand 
for loans. 


4. Determine the nature and 
stability of demand deposits. 


5. Compare the rate of interest 
paid on time deposits with the 
rate of income from bonds. 


6. Consider the use made of 
bond profits. 


7. Compute the percentage of 
total income represented by the 
bond account. 


in a good many instances. 

When the bond account repre- 
sents a large percentage of total - 
assets, the income therefrom is 
naturally large in comparison with 
total bank income. In other words, 
the bank is depending a good deal 
upon the bond market for invest- 
ment of deposits. Therefore, it is 
imperative to avoid bonds below 
the top grade. 

It is better that bank officers 
encourage a greater use of loan 
facilities. Ingenuity in this respect 
can accomplish a great deal. 

Quite a hardship is placed on the 
management if a bank pays a higher 
rate of interest on time deposits than 
the average, especially if operating 
expenses are high in relation to 
total income. It would be prudent 
to cut the rate of interest. Lower 
rates would enable the bank to use 
savings to shorten maturities of its 
bonds, thus minimizing bond risks 
and, at the same time, placing the 
bank in a more strategic position to 
take advantage of purchasing high 
grade bonds when they are again 
selling to give more reasonable 
yield. 

From the standpoint of conserva- 
tive banking practice, a country 
bank should place its bond profits 
in a bond depreciation reserve and 
not include them in income. This 
reserve can then be used as a cush- 
ion for realized losses in sale of 
bonds. 

In order successfully to overcome 
the apprehension of fluctuating 
market prices in governments and 
high grade corporates, the supervis- 
ing agent of the bank’s portfolio 
should space maturities over a 10- 
year period, so that equal amounts 
fall due in each year. Short term 
swings of the market should be 
ignored. As maturities are met, 
reinvestment of funds can then be 
made under the then prevailing 
monetary and economic conditions. 
Selling and buying governments 
based upon guess work as to market 
movements is a hazardous policy, 

(Continued on page 171) 
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A Way To Reduce Record Storage Costs | 


It’s far cheaper to dispose of unnecessary old records than to store them, but 
it is important to know which may safely be destroyed. This experience of a 
California bank will be helpful in developing a policy for your institution. 


URIED in this bank’s storage 
B rooms were tons of mellowed 

old records that were worth- 
less. They occupied valuable space. 
Some were stored in expensive fire- 
proof vaults. Their care required 
time of the custodian and his assist- 
ants. 

Our bank is one of the oldest on 
the Pacific Coast, and we had an 
accumulation of old records which 
dated as far back as 1857. We 
turned the waste space into profit- 
able use by conducting a system- 
atic destruction program. As a 
result of this program, the bank 
destroyed some 200 tons of old 
records. 

The first step was the appoint- 
ment of a Committee on Retention 
of Bank Records, composed of a 
number of bank officers and depart- 
ment heads. This committee classi- 
fied the various records in ac- 
cordance with definite retention 
requirements. 

This was no small task. In decid- 
ing on a destruction schedule for 
the numerous forms, the committee 
had to give proper consideration to 
legal and other important require- 
ments, such as the statute of limi- 


By C. H. HILLHOUSE 


Custodian of Records, American Trust 
Company, San Francisco, Calif. 


tations, the bank’s interests in re- 
taining certain records, service to 
customers, and the historical value 
attached to much of the old infor- 
mation. 

The committee also gave consid- 
eration to the possibility of revising 
old destruction schedules pertaining 
to certain classes of records, based 
on the latest findings as to the legal 
requirements and_ usefulness of 
these records. 

In addition to developing a de- 
struction schedule, the bank has 
also found a practical method of 
destroying old records at minimum 
cost and under the most desirable 
conditions. In fact, under the present 
plan, no expense is involved. De- 
struction by maceration in a pulp 
mill has been found more desirable 
than destruction by the old method 
of burning. Under proper supervi- 
sion, maceration assures complete 
destruction, thus eliminating the 
risk of old records going astray and 
falling into the possession of persons 


An eight-ton load of 10-year-old Deposit Tags in cartons being stacked in 
preparation for burning. This type of destruction was expensive and entailed 
careful supervision, to make sure that every record was completely destroyed. 


eT ee ee 
























outside of the bank. 

In its work, the committee rec- 
ognized the importance of reducing 
to a very minimum the number of 
permanent records—that is, records 
which must be retained indefinitely. 
Approximately one-third of the 
records stored in the head office of 
the bank are permanent. In the 
other two-thirds, the retention 
periods range from 6 months to 10 
years, and a considerable propor- 
tion of this total is kept for a period 
of two years or less. The same 
schedule applies substantially to the 
branch bank records. 

The filling up of our central stor- 
age vaults located at various points 
throughout the system became 
noticeable, especially when new 
storage space had to be provided. 

Less than two years ago our Com- 
mittee on Retention of Bank Records 
began a study of the situation. It 
was found that the bulk of the old 
records was what is known as the 
“daily grind’ forms. Included in 
this classification were the batch 
sheets, proofs, runs, cash letters, 
clearing letters and advices. Deposit 
tickets constituted a serious prob- 
lem, for these occupied even more 
space in the storage rooms. 

With the revision of the destruc- 
tion schedule, most of the “daily 
grind” records heretofore retained 
for four years are now destroyed 
after two years. The retention 
period of two-year records was 
changed to one year, and others not 
formerly on the list were added. 

By cutting down the retention 
periods on the majority of short 
term records, there was a substan- 
tial saving in storage costs. With 
the system now in use, it is unneces- 
sary to store the majority of these 
records in the central storage vaults. 
At the time when the permanent 
records are transferred to the cen- 
tral storage points, the short-term 
records marked for destruction on 
subsequent dates are packed. and 
kept in readiness for pick-up. Only 
the permanent records, and others 
stored for relatively long periods, 
are stored in fire-proof vaults. Of 
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course, permanent records are given 
preference in assigning the vault 
space. 

These include general files, corre- 
spondence, individual ledger ac- 
counts, cashier’s checks, drafts, and 
others. There are other records, 
however, which will not come under 
the destruction rulings. We know 
from experience, for instance, the 
great value of trust department 
records, foreign exchange records, 
general ledgers, records of capital 
accounts, and supporting entries to 
general ledger accounts., We have 
found it advisable to retain indef- 
initely individual ledger accounts, 
and for the same reasons, general 
files and correspondence. The latter 
are retained for long periods, as 
many situations may arise which 
make it necessary to produce these 
records, and the lack of such records 
may prove very embarrassing. 


Correspondence with officers of 29 
banks in 22 states revealed that only 
4 of the 29 kept general correspond- 
ence indefinitely, and 2 kept it from 
20 years to indefinitely. The survey 
also showed that 3 banks kept these 
records for from 11 to 19 years; 14, 
from 6 to 10 years; and 6, from 2 to 
5 years. The bank is under no 
liability to keep such records for 
very long periods, but it is well to 
consider not only the bank’s own 
interests, but the possibility of ren- 
dering worthy service to old cus- 
tomers. With this same thought in 
mind, we retain indefinitely prac- 
tically all of our trust department 
records. We know from experience 
that foreign and domestic collec- 
tions are worth keeping for long 
periods. Some banks have made the 
practice of retaining individual 
ledger accounts, for both savings 
and commercial, for periods ranging 
from 7 to 10 years, but for the rea- 
sons stated, we prefer to retain the 
majority of them indefinitely. 

Uncalled-for statements and 
vouchers are a problem, since they 
are not the property of the bank and 
we are not privileged to destroy 
them. Consequently, to be on the 
safe side, we have to keep them in- 
definitely. However, this matter is 
having the consideration of the 
committee and we expect before 
long to have a ruling as to their 
disposition after a reasonable stor- 
age period. There is also a strong 
possibility that the California Bank- 
ers Association will help to get a 
ruling for all the banks of the state. 

In the case of permanent records, 
and records kept for relatively long 
periods, a careful check is always 
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Three Steps In The Plan 


1. A committee on Retention 
of Bank Records reviewed the 
legal and policy requirements of 
each record. In some cases, a 
policy had to be established. 


2. Arrangements were made 
to destroy old records by macera- 
tion instead of by burning, with 
the result that the cost of the 
operation was entirely elimi- 
nated. 


3. Less expensive storage was 
provided by using vaults only 
for permanent records. 


A reproduction of the ‘‘Records For 
Destruction”’ form is shown on page 156 





made to remove duplicates, which 
may take up valuable space and yet 
serve no practical purpose. 


As to the method of revising the 
destruction schedule, the procedure 
is very simple. At each regular 
meeting of the committee, one or 
more forms are presented and dis- 
cussed fully. The period of reten- 
tion as decided upon by the com- 
mittee is then noted on the sched- 
ule. Separate schedules are used for 
head office and branch bank forms, 
as in some instances the retention 
period for the corresponding form 
varies. 


Before disposing of old records, it 
is necessary properly to inspect 
them, so as to avoid any possibility 
of error. For this purpose, we use a 


special form known as “records for 
destruction.” There are three col- 
umns for each item. The first column 
shows the retention period, and the 
two other columns show the first 
and last date on each record. Only 
after the custodian has checked this 
data to be sure that the last date 
beyond the retention period, can the 
material be disposed of. 


The American Trust Company 
has had experience with two 
methods of destruction—fire and 
pulp mill maceration. It has found 
the latter method more satisfactory. 
Since commencing the program of | 
destruction, some 200 tons of mate- 
rial have been disposed of. Of this 
great quantity, 118 tons, consisting 
of 33 truck loads, have been de- 
stroyed by maceration at a paper 
mill. The unsatisfactory experience 
with destruction by burning led to 
the adoption of this method. In 
burning, an eight ton load of over 
900 cartons of deposit tags and 
boxes full of batches, clearing let- 
ters and other short term records, 
had to be trucked to a dump and 
placed in criss-cross formation in a 
row over fifty feet long and from 6 
to 9 feet high. It took several hours 
for the flames to completely con- 
sume the material, during which 
time the Custodian of Records had 
to be present. 


Burning was found unsatisfactory 
from several standpoints. First, it 
took from six to eight hours for the 
material to burn completely. Wind- 
swept records had to be recovered. 
The worst feature was the possi- 
bility of rain, which drenched the 
material. In fact, it was an occur- 
rence of this kind which led to the 


Old bank records and other waste material stacked at the pulp mill awaiting 
conversion. 100% destruction is assured, the sale price covers all handling 
costs, and the pulp is made into cartons and other useful articles. 















Records For Destruction 


akwenee Office 


NOTE: 
until further notice. At the time =f transferring of P. 
Records will collect all SHORT TERM REC 


of Records. 
ferred. 


To Custodian of Records, Head Office: 


The following described records are ready for inspection and destruction: 


Retained 





Accounts Opened and Closed Reports. . 
Stenographer’s Note Books.............. 
Advices, Real Estate Loan Payments... . 
Cash Tags, Teller’s CD 4................ 
Cashier’s Checks Requisitions. . 


Daily Statements, Savings and ential ial 

Daily Transmittal of Income Sheets.............. 
Duplicate Deposit Tags, Customer’s...... 

Head Office Account Transcripts, Savings & Com'l. 
Savings Pass Books, Cancelled................ 
Applications for Travelers Checks................ 
MU ENERES 5S5 hides Read ebwos sks be ss0 eae 
Branch Clearing Letters T 134 T 135............. 


Charge Back Record CH II, checks returned, etc., 


Check Book Phieting Order Books, carbons. . . 
Cash Letters, In and Out (Banks)......... 

Coin Car Receipt Tags A-B-C.............. 
NE te RG LO cle eu Ah aD a ay Mausam Sue Cae 
Duplicate Inter-Office Deposit Tags.............. 
Expense Voucher Blue Triplicates................ 


Head Office Account Stubs, Not to be filed with 
General Tiedier Tass... ..6c cis. cciccs ese ceess 


Lists of Drafts drawn on Correspondents. . 
Monthly Call Reports, Statistics, etc.............. 
TMT END Sees shu daa pede hae oss oa nee 
Proofs—Teller’s, Bookkeeper’s & Proof of Books... 
I SRRNOEN ise kok sina ans Seen ees 
Requisitions for Supplies, Branch Copy P-4........ 


School Savings Deposit Tags. Not to be filed with 
I os, cea eis ais eae ena wa FES 


Service Charge Debits—Minimum Balances....... 
Service Charge Debits—For Checks Returned... .. 
NE IOONS os ioc e soe Sesh hiecs LhS Ncw 
Water Bills and Other Collections Reports........ 
Advices, Collections No Numerical File Copies... . . 
Collection Letters No Numerical File Copies....... 
Ipeatt Stabs Domestics... 05... ec e cece 


Statement Receipt Cards—FILLED CARDS ONLY 
Closing Receipt Cards to be filed with Uncalled 
oe es rere: 


NOTE: TEN YEAR RECORDS ay the following: 
Deposit Access Slips. Safe Deposit CASH Book Carbons. 





Date... 


PERMANENT RECORDS only will be eceptd for storage by Custodian of Records 

SRMANENT RECORDS, 
DS due for destruction at that particular time. 
SHORT TERM RECORDS are, therefore, to ee considered destroyed when delivered to Custodian 
Records for destruction may be packed in any kind of container, used cartons pre- 


First date to Last date 


Deposit Tags, Savings and Commercial. 
Foreign Draft Stubs and Money Order Stubs, Collection Letters, Numerical File Copies. Safe 


Custodian of 








While this table will be helpful in working out a list for a bank in 
any other state, it must be remembered that state laws may make 
it necessary to vary the time for keeping some records. 
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decision to use maceration. 

Best of all the advantages, the 
sale of the old records as waste 
material pays for the expense of 
handling and transporting to the 
mill. Also important are the saving 
in time, and the obtaining of cleaner 
results. There is also the added 
satisfaction of knowing that the 
material is utilized in the manufac- 
ture of useful articles, such as pack- 
ing cartons, paper, or pulp material. 

When this method is used, special 
care must be taken to convey the 
old records to the mill rather than 
to have them packed up at the bank 
and shipped by freight to the mill 





together with other waste. Ours is so 
the more expensive method, but we of 
are assured of immediate and abso- né 
lute destruction; nothing may get se 


into the hands of outsiders. é 
Although the paper mill is some 


40 miles distant, we prefer destruc- of 
tion by maceration. The cost of of 
assembling, loading, and transport- p 
ing to the mill, including bridge es 
tolls, is taken care of by the sale of bi 
the old records as waste througha /; e' 
local jobber. Under destruction by jc 
burning, we had the same expense eC 
for assembling, loading, and trans- as 
porting, and in addition, a dump n 
fee of $1.50 per load. li 
Special care is taken to make sure 

that the waste is placed into the a 
huge circular tanks for the making g 
of pulp without delay, so that there S 
will be no possibility of any of the a 
records falling into the possession 0 
of some unauthorized person. By h 
arrangement, the records are con- q 
veyed in box trucks holding as 

much as 1,200 pounds, and are 0 
thrown into the huge tank contain- a 
ing hot water activated by breaker, k 
beater, and gravity. Everything r 
goes into the tank—cartons, twine, ] 
clips, binding posts, all without ‘ 
unpacking. Revolving knives cut up I 
the material, and the beater revolv- ( 
ing in the hot water reduces the r 
material to fine particles. These ] 


then go through another process, 
reducing the material to still finer 
particles, finally becoming pulp. 
Cloth covers from books and other 
light waste float on top and are re- 
moved at intervals. Heavy particles, 
such as metal clips, binding posts, 
metal binders, coins, and sundry 
metal scrap, find a lower level and | 
are conveyed upward by an endless 
chain of small buckets to a waste 
box. The residue in the big tank is 
converted into pulp to be again con- 
verted into writing paper, blank 
forms, and many other products 
sooner or later to come back to the 
bank where the waste originated. 
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We Keep A Credit Index Of Our Community 


Each resident in the vicinity of Greencastle, Ind., is entitled to a 
credit rating at the bank. When loan applications are received, a 
prompt answer can be made to those whose paying habits are known. 
This plan resulted in many new loans for the Central National. 


OST of the people in any 
M community have a credit 

standing that will allow for 
some kind of bank loan. There are, 
of course, many people who have 
never made a bank loan, and con- 
sequently, whose credit standing 
has never been determined. 

Naturally, we believe in the use 
of bank money for the carrying on 
of business and the promotion of 
personal aims, and so have inter- 
ested ourselves particularly in 
bringing about a credit rating for 
everyone in our community. This 
job will probably never be 100% 
complete, but by establishing this 
as a policy, we have added many 
new and valuable customers to our 
list of borrowers. 

A dealer who has the backing of 
a reliable manufacturer, who is a 
good collector, and who makes cash 
sales by helping his customers to get 
adequate financing, is likely to be 
one of our best borrowers because 
his loans are soon paid out of fre- 
quent receipts of cash. 

A man who has bought a carload 
of feed, a tractor, or an automobile 
and paid for it, certainly has some 
kind of credit standing. A paid 
note is a perfect note. So, when we 
learn that an individual has bought 
something on credit, we make it our 
business to find out what his record 
of payment has been, in order to 
establish for our records a credit 
rating for that individual. 

If he already has a credit rating 
at our bank, we need do*no further 
work, perhaps. We find it worth- 
while, however, to be on the look- 
out for new borrowers, and a sys- 
tematic study of those who buy 
automobiles or other merchandise 
on credit has proved to be a very 
profitable source of new customers. 

Of course, the best time to check 
the man’s credit rating is after he 
has completed his payments. At 
the time he buys, we may not be 
able to get enough evidence as to 
his ability to pay. 

We have found that discussing 
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By FRED L. O’HAIR 


President, Central National Bank, 
Greencastle, Ind. 





This is the identification card which certifies 
the borrower's credit standing with the bank 
and which simplifies his credit arrange- 
ments when making new purchases. 





Four Steps In Establishing 
The Credit Index 


1. Credit ratings were first 
prepared for those who had bor- 
rowed at the bank. 


2. Then, whenever a resident 
was known to have made a pur- 
chase on credit, a file was started 
for him and information obtained 
from the dealer as to his prompt- 
ness. 


3. Newspapers and other 
sources are watched for infor- 
mation regarding the settlement 
of estates which might add to 
the income and therefore im- 
prove the credit rating of some 
resident. 

4. Whenever a loan is made 
at the bank, a credit card is 
issued which smaller borrowers 
carry with pride. 


this subject with local feed, farm 
machinery, electrical appliance, or 
automobile dealers has revealed to © 
us an ability and a willingness to 
pay notes, on the part df some 
people in our community, which 
surprised us, in some cases. The 
dealers have been very glad to dis- 
cuss with us, when we have made 
it clear that our purpose is to make 
it easier for local people to buy with 
bank credit. 

In my opinion, we, along with 
many other bankers, have neg- 
lected long enough this detailed 
analysis of the credit ratings of 
everyone in our community. For 
years, we took an interest in the 
credit standing of only those people 
who came into the bank and asked 
to borrow. Now, we are trying to 
take an interest in everyone in our 
adjacent territory. 

To say that this has resulted in a 
splendid increase in our loan port- 
folio is putting it mildly. The num- 
ber of our notes has _ increased 
rapidly. The percentage of notes 
given for the purchase of automo- 
biles is very large. 

There was a time when many 
bankers assumed that the purchase 
of an automobile on time payments 
was a dangerous thing for people 
to do, and a man who did this was 
not invited into the bank to get the 
money. As a matter of fact, there 
have been many cases in which a 
business man with a credit standing 
at the bank sufficient to cover, not 
only the purchase of the automo- 
bile, but all his business require- 
ments, has been sent to a finance 
company to borrow the money when 
he wanted to buy a car. This, in 
our opinion is driving customers 
from the door. 

The result of talking with the 
local dealers was a whole series of 
surprises. There were people who 
we had not investigated but who 
we assumed would not have the 
ability to pay for a large purchase. 
We found that many did have the 


(Continued on page 174) 
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RECORDAK 


System of 
Single Posting... 








BANK MODEL RECORDAK for speeding up the transit REVERSIBLE RECORDAK photographs both sides of 
operations and for photographing paid checks for protec- checks and larger bank forms at a single operation—and 
tion of banks and depositors. at lightning speed. 
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'..saves four ways- 


TIME ... MACHINE EQUIPMENT... | 
STATIONERY... FLOOR AND STORAGE SPACE 


VER 1200 banks—large and small— 
have adopted the RECORDAK PHO- 
TOGRAPHIC SYSTEM OF SINGLE 
POSTING. Why? Because Recordak has 
made single posting safer and surer as 
well as the most economical bookkeep- 
ing method that a bank can have. 
Recordak has adapted photographic 
single posting to the bookkeeping depart- 
ments of these banks, meeting varying 
conditions and requirements with the 
same increased safety, accuracy, speed, 
and net operating economy. 
A bank-trained staff plans, installs, and 
services a Recordak System that will 
bring to your bookkeeping department 





RECORDAK JUNIOR for the smaller bank, and for 
special departments of large banks (tellers’ cages, safe 
deposit vaults, etc.) 


complete photographic records with their 
accuracy, incomparable safety, and sav- 
ings—up to 40%—in operating overhead. 


Range of Four Models 


There are 4 Recordak models, one of 
which can make the many-sided safe-: 
guards and profitable savings of Rec- 
ordak Photographic Systems available to 
your bank. No capital outlay is required. 
There are no contracts or agreements of 
any kind. Your investigation of Recordak 
costs nothing and entails no obligation. 
Recordak Corporation (Subsidiary of 
Eastman Kodak Company), 350 Madison 
Avenue, New York, N. Y. 





COMMERCIAL RECORDAK for photographing all bank 
forms. Widely used for the Recordak system of single 
posting and other specialized applications. 
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A 


of the 


Bank of Middletown 


Bond Meeting 


X. The U. S. Government Portfolio 


N COMMON with most banks, 

the Bank of Middletown has a 

large proportion of its funds 
invested in U. S. Government obli- 
gations. In fact, the written invest- 
ment program formulated by Pres- 
ident Learned and his associates 
states that U. S. Governments shall 
normally comprise at least 50% of 
total investments. These holdings 
require little supervision, of course, 
as there does not exist the risk of 
loss of interest or principal that 
must be considered in the case of 
other securities. But there is a 
variety of factors to be weighed 
in connection with them and Mr. 
Learned has decided to devote this 
month’s bond meeting to a discus- 
sion of these points. 

“Gentlemen,” says President 
Learned, opening the meeting, 
“next week the Treasury will an- 
nounce its plans for its March 15th 
financing and I think it is appro- 
priate for us to consider today what 
we are going to do with respect to 
our U. S. Government list.” 

“Do you know what issues will 
be offered?” asks Mr. Clark. 

“No; though I have heard various 
guesses. We can probably get a rea- 
sonably good idea within a day or 
so from Mr. Wright at the Metro- 
politan National Bank. As you 
know, Treasury officials usually con- 
sult various city bankers and deal- 
ers in U. S. Government securities 
to get their ideas before deciding 
- definitely upon new issues to be of- 
fered. From these conversations, 
city bankers are frequently able to 
guess what the Treasury may do.” 

“But as a practical matter, does 
it really make very much difference 
to us what the new issues are? 
Won’t we enter our full subscrip- 
tions for them anyway?” 

“We have been doing this for 
some time and it has proved to be 
profitable in every instance, espe- 
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By E. SHERMAN ADAMS 


Norwalk, Conn. 


cially during the past year and a 
half. Secretary Morgenthau has 
apparently decided to follow a pol- 
icy of making new offerings very 
attractive to investors. New issues 
have been worth in the market as 
much as a point and a half to two 
points more than par. It looks as 
though the Treasury wishes to take 


The Results Of The 
Meeting 


Policy— 


U. S. Government bonds shall 
normally comprise at least 50% 
of total investments. 


Conclusions— 


l. The full amount available 
to the bank will be subscribed 
when the next issue is an- 
nounced. 


2. Buying Government issues 
now is largely a matter of specu- 
lating in exchange rights, and 
the selection of different issues 
is mostly guesswork. 


3. There are some advantages 
in holding short-term Govern- 
ment bonds as well as advan- 
tages in owning long-term. 


4. The possibility of new pol- 
icies for Treasury financing in 
1941 must be considered. 


5. Interest rates are likely to 
remain low for a long time be- 
cause the Treasury has a large 
amount of refunding to do and 
will make plans to keep rates 
down. 


no chances on having any of its new 
issues being poorly received, when 
there is so much borrowing to be 
done during the next few years.” 

“T saw some interesting figures on 
that point the other day,” speaks 
up Mr. Jones. “During 1939 and 
1940, $5,100,000,000 Treasury notes 
will be maturing and $1,600,000,000 
obligations of the Home Owners 
Loan Corporation and the Federal 
Farm Mortgage Corporation will 
become due or callable. That does 
not include $350,000,000 of 35.% 
Treasury bonds that will be call- 
able in 1940, not to mention U. S. 
Treasury bills that will mature. In 
addition, Secretary Morgenthau is 
confronted with the big deficiency 
appropriation for relief this year and 
President Roosevelt has estimated 
that there will be a_ budgetary 
deficit of about three and a half 
billion for the fiscal year 1940—and 
we know that deficits have always 
turned out to be greater than orig- 
inally anticipated by the President. 

Some funds will be obtained from 
Social Security payments and some- 
where around a billion may be re- 
ceived from the sale of U. S. Savings 
bonds. But Mr. Morgenthau is faced 
with a tremendous amount of 
financing to handle, and his most 
important job is to see that his new 
issues are well subscribed for and 
that they do not upset the market.” 

“Then as far as I can see,” says 
Mr. Brown,” we are taking very 
little risk in entering our full sub- 
scriptions for new Treasury issues. 
Unless there should happen to be a 
very sudden decline in the bond 
market right at the time when we 
subscribe, we should be able to 
make at least some profit on our 
subscriptions.” 

“All right, gentlemen,” says Mr. 
Learned, “It seems to be agreed 
that we shall continue our policy of 
entering our full subscriptions for 
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"..and now write on 


La Monte Safety Paper” 


a 


It happens again and again that a banker 
calls in his lithographer, learns a lot about 
different types of check paper and decides 
to specify La Monte National. +x For dem- 
onstration readily proves the desirability 
of this paper with the familiar“ wavy lines” 
—for its safety, appearance, durability and 
writing qualities. This last is a factor of real 
importance to every bank customer.+ Spe- 
cial manufacturing methods produce a 


surface that is beautifully smooth yet glare- 
free, one that takes ink readily and clearly 
—a surface on which it is pleasing to write. 
w There is a Lithographer or Printer near 
you who handles this superior product for 
checks and other bank forms. He has a 
La Monte Safety Paper for every purpose, 
priced according to quality. He can be of 
real assistance in producing checks that 
will be a credit to you and your bank. 


La Monte Safety Papers are today specified by outstanding business institutions from coast to coast, 
including more than 75% of the nation’s largest banks. 


GEORGE LA MONTE & SON 


Nutley .... New Jersey 


2 YT aS 


ae 
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new Treasury offerings. The next 
question concerns our holdings of 
244% Treasury notes due June 15, 
1939. It is generally expected that 
holders of these notes will be given 
a chance to exchange them for new 
securities on March 15th. There is 
a large amount of these notes out- 
standing and the Treasury will 
probably try to get them refunded 
now so that its June financing prob- 
lem will not be too difficult. In fact, 
one bond man told me that the prob- 
able reason why the Treasury began 
last June to refund note issues three 
months prior to maturity, was so 
that is would be able to take care 
of these June notes in advance of 
maturity. The question arises, how- 
ever, whether we should retain the 
long term bonds that we will prob- 
ably be able to get in exchange for 
our notes, or whether we should 
sell them and buy other short term 
notes, thereby keeping our present 
distribution of maturities un- 
changed.” 


“If we were to buy other notes, 
Mr. President, which issues would 
you have in mind?” 


“We have a comparatively large 
commitment in the June notes. It 
would be my own inclination, there- 
fore, to buy several different issues 
in order to obtain some diversifica- 
tion. I would suggest buying blocks 
of notes due in September and De- 
cember of this year and in March 
1940.” 


“But aren’t all these very short 
maturities selling on a negative 
yield basis to maturity? Wouldn’t 
it be better to buy some longer notes 
that would give a positive return?” 
asks Mr. Brown. 

“That is a very difficult question 
to answer. Buying U. S. Treasury 
notes at present prices seems to be 
largely a matter of speculating in 
exchange rights and the selection 
of individual issues is mostly guess- 
work. Personally, I should prefer 
to buy issues due within the next 
year or so, because I feel that ex- 
change rights may be more valu- 
able during that period than in the 
later years. The outlook for Treas- 
ury financing may change a great 
deal by 1941, and what is more, we 
may have a different Secretary of 
the Treasury who may not continue 
to follow Secretary Morgenthau’s 
policies. In addition, if interest 
rates should rise during the next 
two years, it will be an advantage 
to have the shorter issues, whereas 
the longer notes could sell off sev- 
eral points.” 

“Mr. Learned,” says Mr. Clark. “I 


should like to raise the question as 
to whether we should hold any short 
term Governments whatever, when 
yields on them are as ridiculously 
low as they are now. It seems to 
me that yields on these issues are 
definitely out of line with yields on 
long term Treasury bonds. I re- 
cently saw some figures covering 
price fluctuations in U. S. Govern- 
ment issues of various maturities 
during several periods of declining 
prices since 1933. They were rather 
surprising. 

They showed that prices for short 
term notes declined more than half 
as much as issues of medium and 
of long maturity. There was com- 
paratively little difference between 
the depreciation in medium term 
issues and in the longest term is- 
sues. At the present time, yields on 
the short and medium issues appear 
to me to be exceptionally low in 
relation to the yields on the longest 
issues. If we should have a break 


Do You Have Any 
Questions Or Comments? 


If any of our readers have any 
questions regarding the invest- 
ment policies discussed in this 
series of articles, or wish to 
make any comments on what 
has been said, we shall be very 
glad indeed to hear from them. 


This subject of investments is 
so important that we feel Bankers 
Monthly should serve as a clear- 
inghouse for any ideas or ex- 
periences that may be helpful to 
its readers. 


Address your comments or in- 
quiries to: The Editor, Bankers 
Monthly, 536 South Clark Street, 
Chicago. 


in the market, these might go off in 
price almost as much as the long 
bonds. It seems to me that the low 
rate of return they produce at cur- 
rent prices is insufficient to com- 
pensate for the risk they involve.” 

“Mr. Clark, if the only possibility 
was the danger of temporary psycho- 
logical reaction in bond prices, 
such as we had last September dur- 
ing the war scare, your argument 
might be unanswerable. The figures 
you have quoted as to price fluc- 
tuations of different maturities ap- 
ply only to temporary setbacks in 
the market during a period when 
the trend was strongly upward. If 
the trend of bond prices should turn 
downward, however, the _ story 
would be very different. If we hold 
some short issues, we are sure that 
they will be paid off at par within 
a few years. If interest rates have 
risen, these maturities will give us 
cash that we can reinvest on a more 
favorable basis. 

“If we own nothing but long 
term issues, on the other hand, our 
holding may be selling five or ten 
points below our cost prices. If we 
should sell them, we would have to 
take a substantial loss. We might, 
of course, buy long bonds now with 
the idea of holding them right 
through to maturity, regardless of 
price fluctuations. One difficulty 
with that plan is that we might lose 
our nerve just at the wrong time 
and sell them right at the bottom 
of the bond cycle. Another is that 
we might have to sell them in order 
to get cash to meet withdrawals of 
deposits. But suppose that we 
should hold them through to matur- 
ity. We should then suffer from 
having our funds tied up at the low 
rate of return at which we buy 
them today. We might have t0 
operate for 20 years or so, receiv- 
ing 242% on our funds, while the 
going rate on these same securities 

(Continued on page 192) 
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even FUMBLERS’ Fino 


An entirely new idea 
— several index sheets 
per folder, each with 
an individual fast- 


ener. 


F you're a “file fumbler”, you'll like Classifile 
| Folders because they lead your fingers directly 
to the paper that you want. If you’re one of those 
systematic persons who “have a place for every- 
thing”, you'll find that Classifiles tie right in 
with your plans. Remington Rand makes them 
specially for bank mortgage, trust, property and 
credit files. 


Bankers tell us they cut finding time spectacular- 
ly. Note, for instance, the experience of the Second 


MORTGAGE DATA 
FASTER IN.. 


a om akt 
Olassihiles / 


A new method of arrang- 
ing and filing vital papers, 
developed specially for 


banks and trust companies. 


Federal Savings & Loan Association of Cleveland, 
quoted at the left. Here filing time was also 
saved. But—very frequently—the space economy. 
alone pays all the cost in a remarkably short time. 


You really ought to see the Classifile Folder to 
know everything it will do for you—how it groups 
and: indexes related papers, how it binds them 
securely into place, how it brings the whole story 
of a transaction to a single location for study or 
review. 


So mail the coupon, and we'll place a sample on your 
desk. Then you can judge the economy, the convenience, 
the working speed Classifiles offer you. 


Remington Rand Inc. 
BUFFALO NEW YORK 


WU tai eel) te), mer [eme):jmicy Wile). 


SYSTEMS DIVISION 
REMINGTON RAND INC., Depr. BM-339 
465 Washington St., Buffalo, N. Y. 


Please send me a sample of your new Bank Folder, “Classifile”. Tell me 
how it saves finding time and filing space. 


WE HAVE DEVELOPED MANY 
UNIQUE SERVICES AND UNU- 
SUAL SYSTEMS PRODUCTS... 
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Build Bank Credit With 
Field Warehousing 


(Continued from page 143) 
house company must measure up 
to a jealously guarded standard. 
The leading warehouse companies 
realize this and cooperate with 
bankers to this end. 

Management, financial respon- 
sibility, and experience are fore- 
most. A _ thorough checking on 
these can be readily made. Audited 
statements, agency reports, and 
general information is included in 
the credit file as a matter of course. 
Experience of other bankers with 
the receipts, their opinion of the 
management and operations of the 
company are valuable contributions. 
The experience of borrowers as 
well is a substantial part of the 
picture. 

The legality of the field ware- 
house installation and the attention 
to legal details such as warehouse 
signs, lot identifications and the like 
must be careful and consistent. 

As custodian of the bank’s col- 
lateral, the records kept must be 
complete, accurate and thoroughly 
informative. 

As bankers constantly verify their 
own operations by audit of depart- 
ments and transactions, so the same 
procedure is rightly expected of 
their custodians of collateral re- 
moved from the bank’s premises. 
Leading field warehouse companies 
have their own auditing forces (pri- 
marily for their own protection) 
and frequent verifications of oper- 
ations are made. The results of 
these audits are available to banks 
holding :the receipts and should be 
a component part of the bank’s 
records. 

Finally, as a protection against 
the unforeseen, insurance is pro- 
vided for many possible contin- 
gencies. Insurance against short- 
ages, misappropriation and the like 
should be carried on field ware- 
house collateral custodians. Here 
again the leading field warehouse 
companies provide that protection. 
These policies are available for the 
banker’s information. 

While there are probably more 
opportunities for field warehouse 
loans in the larger centers, the 
banker in smaller communities 
should not dismiss this new field 
without considering the possibilities 
in his own back yard. In every 
section of the country there are 
staple products or commodities 
native to that locality, and local 
bankers have over a long period 
of time through their experience 
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with and knowledge of these com- 
modities built up a viewpoint that 
is valuable from a credit stand- 
point. The same experience and 
knowledge is part and parcel of a 
credit consideration of field ware- 
housing. In many manufacturing 
lines today there is a distinct tend- 
ency to decentralize operations, and 
plants in smaller communities have 
as a result substantially increased 
their operations. Due to this growth, 
a situation frequently arises where 
the local bank which has been the 
source of credit to the small manu- 
facturing concern for many years 
and has been an integral part of its 
growth and progress, is, because of 
legal limitations, unable to extend 
the amount of credit required by 
the company. With staple com- 
modities as collateral, the require- 
ments of the borrower can more 
readily be provided through co- 
operation between the local bank 
and its correspondent in a larger 
center. 

So a banker in Illinois discovered 
a tank farm at the edge of his com- 
munity; the stored gasoline, readily 
graded, daily quoted, easily moved, 
became prime collateral through 
field warehousing. Security that 
could not be kept in the bank, for 
which there were no terminal ware- 
house facilities available, is the 
the basis for additional loans and 
income. 

A Wisconsin banker loans on re- 
ceipts covering standard grades of 
lumber stored in the yard of his 
wholesale dealer customer. 

In California canned fruits, in 
Indiana canned vegetables, in Min- 
nesota coal stored on the dock, in 
Kansas grain and flour, in North 
Carolina tobacco—each section has 
in its native staple products the 
basis for collateral created by field 
warehousing. To bankers desirous 
of extending their field of lending 
this growing development offers 
attractive possibilities. 


City Purchasing Officers 
Help Country Banks 


(Continued from page 135) 
Some bank officers now feel that 
the service can be broadened to 
include the making of studies of the 
smaller bank’s equipment, the stand- 
ardization of operating forms, and 
the development of a purchasing 
program designed to _ eliminate 
wastes. 
One who gave much constructive 
thought to this subject, was the late 
Walter J. H. King. In fact, many 


of his friends believe that he 
pioneered the activity. He was for 
many years the purchasing officer 
of the Wells Fargo Bank & Union 
Trust Co., of San Francisco. This 
bank has been very cooperative in 
furnishing helpful suggestions on 
purchasing and systems, not only to 
correspondent banks but to others 
who have requested information on 
such matters. On a number of occa- 
sions Mr. King visited banks to con- 
sult on purchasing equipment and 
supplies, and the standardization of 
operating records. 

Mr. King once said: “Purchasing 
has become a profession and is now 
recognized as such. It is just as 
much a profession as law, engineer- 
ing, banking, or accounting. The 
purchasing officer of a large bank 
has had a broad background of ex- 
perience in practical banking and 
is therefore thoroughly informed on 
methods and systems. He has valu- 
able contacts through his member- 
ship in the local and _ national 
purchasing agents association. He 
is in constant touch with the equip- 
ment houses and their sales rep- 
resentatives. There is no reason why 
the benefits of his position and pro- 
fessional contacts should not be 
made available to officers of smaller 
banks who do not buy large quan- 
tities of equipment and _ supplies 
and therefore cannot employ a 
trained purchasing man. 

“For instance, the great need of 
all banks, large and small, is stand- 
ardization of operating forms. In 
this problem, the purchasing agent 
of the correspondent bank can be 
of great help. It is a simple matter 
for him to advise the smaller bank 
how to effect such standardization 
to fit the individual case. In many 
of the smaller banks, there is a lack 
of system in numbering the operat- 
ing forms. There is a tendency to 
use miscellaneous makes of equip- 
ment, which increases maintenance 
cost. The city purchasing officer 
makes it his business to keep in 
touch with the newest developments 
in mechanical equipment. He main- 
tains performance records. He is, 
therefore, in a position to advise on 
the standardization of equipment 
applicable to the needs of the small, 
medium-sized and large bank. 

“Wrong methods of filing tend to 
slow up work. For instance, there 
is a tendency to use fasteners for 
correspondence and other material 
which could best be filed loose. For 
general purposes, it is preferable to 
file the papers loose, so that there 
may be no delays in filing and re- 
moving individual records. Fasten- 
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Insurance Of Deposit Accounts, A Review 


3. Three Systems Compared 





With three types of deposit insurance operating in 
America, we have opportunity to note results and make 
comparisons. Here are some suggested points to analyze. 


By RAY B. WESTERFIELD 


Director, Tradesmen's National Bank, President, First Fed. 
Savings and Loan Assn., Professor of Economics, Yale 







































OME criticize the insurance of 
S deposits or shares on the ground 

that it is a poor form of assess- 
ment insurance, is not actuarial, 
does not select its risks, and suffers 
from high concentration of risks 
both in time and place. It is true 
that it is a sort of assessment insur- 
ance, but it lacks some of the defects 
of such insurance. If it is made 
compulsory on all institutions, the 
danger of the survivor being intol- 
erably burdened and yet uninsured 
does not apply. If it is a voluntary 
system, the withdrawing institution 
may be held to pay losses arising 
for, say, six months or a year after- 
ward. If the amount of assessments 
is limited by law, it saves the sur- 
viving institutions from excessive 
burden. The risk, instead of increas- 
ing with the age of the insured 
institution, normally decreases as 
the institution grows mature, be- 
comes conservative, and accumu- 
lates a sizable surplus. 

As for the voluntary or compul- 
sory character of the three systems 
of insurance, it seems that there is 
not much choice among them. In 
the F. S. L. I. C. the Federal Sav- 
ings and Loan Associations and 
eligible state-chartered savings and 
loan associations, building and loan 
associations, homestead associations 
and cooperative banks which apply 
and are approved by the corporation 
are insured. All federal savings and 
loan associations are required to 
apply, but the corporation need not 
insure any association that does not 
qualify. The risk is therefore, some- 
what selective. 

All savings banks in Massachu- 
setts are required by law to be 
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members of the Fund and the risk 
is not at all selective. Under F. D.I.C. 
the national banks, state-chartered 
member banks, non-member banks 
and mutual savings banks which 
can qualify as to condition, man- 
agement, and prospects of future 
successful operation may be insured. 

The historical fact is that the 
selection of risks by F. D. I. C. was 
rather farcical. As heretofore noted, 
the few months allowed for the 
examination of the applicant mem- 
bers did not suffice for a proper job. 
The Administration’s drive for eco- 
nomic recovery and the restoration 
of the banking system included 
heavy pressure to bring all banks 
possible into the insurance system; 
very loose standards of admission 
were adopted, and these were not 
religiously adhered to. Numerous 
banks were admitted through politi- 
cal pressure. All but 1% of the 
applicants were admitted. 

The national banks were certifi- 
cated in by the Comptroller of the 
Currency and many state banks by 
their supervisory authorities. The 
R. F. C. bought preferred stock of 
weak banks or made capital loans 
to them in order to strengthen their 
capital structure and qualify them 
for admission. F. D. I. C. has had a 
serious problem in keeping the weak 
members from failing. One happy 
solution has been to consolidate them 
with other stronger members of the 
same locality. The head of F. D. I. C. 
has publicly expressed his desire to 
close 400 to 500 banks a year in 
this manner. This policy is one of 
selecting risks. 

F. S. L. I. C. was founded a year 
later than F. D. I. C. when the emer- 











gency had subsided and no time 
limit was set within which the 
existing building and loan associa- 
tion had to be examined. The more 
deliberate examination no doubt 
meant a better selection of risk. 
Moreover, the Federal Savings and 
Loan Associations were all very 
recently established or converted 
from state-charter, and therefore, 
known to be in a more uniformly 
sound condition. The standards of 
admission were that the applicant 
association must be solvent, have 
good management, prospective earn- 
ing ability, and safe lending policies, 
and be able to attract new money. 

Both the F. S. L. I. C. and the 
F. D. I. C, as regards selection of 
risk, stand at wide variance from 
the Massachusetts Insurance Fund 
which compelled all Mutual Savings 
Banks to become members regard- 
less of condition. 

As regards the right of with- 
drawal, both the F. S. L. I. C. and 
F. D. I. C. allow members to retire 
from the insurance scheme at their 
option. They are required, however, 
to pay premiums for a period there- 
after, so as to cover their propor- 
tion of losses occurring while their 
investors, if they so desire, are 
transferring their funds to other 
insured institutions. The Massachu- 
setts Fund makes no provision for 
voluntary retirement. 

Finally, all three schemes stipulate 
in some way for premiums. At 
present the F. S. L. I. C. requires 
an annual premium of 4% of the 
total share and creditor liability, 
until the Insurance Reserve Fund 
becomes equal to 5% of the insured 
risk, and it is possible for the Cor- 
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poration to levy an additional assess- 
ment up to 44% in any year to cover 
its losses and expenses only. The 
F. D. I. C. stipulates by law for an 
annual assessment of 1/12% for- 
ever, but no additional assessments 
are authorized. 

The Massachusetts Fund stipulates 
for no specific annual premium; only 
44% of insured deposits has been 
paid in to date; the maximum that 
may be assessed is 1% of insured 
deposits, and the maximum addi- 
tional special assessment is now 
34%, in order to bring the total up 
to 1%. Obviously, the burden of 
assessments may become heaviest 
upon the building and loan associa- 
tions, and were it not possible for 
them to retire at will, the assess- 
ment upon the survivor in case of 
an epidemic of failures might be- 
come quite burdensome. 

Experience has shown that bank 
failures and building and loan fail- 
ures do tend to concentrate in 
periods of economic depression and 
in agricultural or industrial areas. 
There is not, and cannot be, the de- 
sired dispersion of risks among 
many banks or associations of dif- 
ferent types, particularly if the 
guaranty system applies to institu- 
tions of a single state. Nor can 
there be a classification and selec- 
tion of risks and an adjustment of 
premium according to risks, when 
the system applies to all banks. 

The relative risks are not deter- 
minable in advance, nor are they 
stable for any bank or association, 
or group of banks or associations. 
Political considerations would, more- 
over, make a diversity of premiums 
out of the question. The necessity 
of a strict supervision to reduce the 
banks or associatlons to a fair uni- 
formity of risk is therefore evident, 
as is also the necessity of a strict 
examination of candidate institu- 
tions before admission and the 
necessity of closing weak and re- 
calcitrant institutions. 

For the reasons cited, it is evi- 
dent that the risk is not subject to 
actuarial determination, and there- 
fore, there can be no assurance that 
any reserve accumulated in advance 
will answer exactly the require- 
ments of the system and provide for 
the reimbursement of losses. The 
premium rates stipulated by the 
three insurance schemes were deter- 
mined in a very rough manner in- 
deed. Statistical data on bank fail- 
ures and losses to depositors for 
some decades up to 1920 were fairly 
plentiful and good, but for the 
period thereafter they were not 
determinable, for many receiver- 


March, 1939 


ME TO 
| gut it PAID ME TO 


MAKE THIS EXCEPTION” 
— = — ee a 


2g 


yYOu—a coupon clipper? Chances are, 
you don’t mail three in a year. But if 
you’re interested in what your de- 
positors think of your bank, the cou- 
pon below is the one to clip for 1939. 


HERE'S WHAT that coupon brings you: 
a portfolio of specimen checks in 
both bank and commercial styles 
and a sample book of Hammermill 
Safety Paper. 


Test these samples against your 
present paper. Look at them as the 
customer in your lobby does. Do 
they take writing easily? Does the 
pen scratch . . . does the ink blur... 
is typing clear and legible? Does this 
paper betray alteration? 


PICK UP a specimen check on Ham- 


mermill Safety. How would your de- 
positor look at it? Handle it . . . fold 
it. Can it stand abuse? Does it split 
or crack? Will it cut through on 
checkwriting machine? Has it the 
uniform bulk and finish necessary 
for quick sorting and handling? 


NOW EXAMINE the design. Does it 
carry the dignity of your bank? Is it 
distinctive? Will it give your checks 
an air of importance? 


WE'LL MAKE no claims for Hammer- 
mill Safety. We prefer to let the 
paper speak for itself. So clip and 
mail the coupon now. The portfolio 
and sample book of Hammermill 
Safety will come to you by mail— 
no salesman will call. 
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ships and liquidations were still in 
process in 1933; moreover the fail- 
ure of half our banks between 1920 
and 1935 so disrupted the situation 
as to render all previous experience 
useless in forecasting the needs of 
the future. 

As for building and loan asso- 
ciations, there are no adequate and 
convincing mortality tables. In 
many states the building and loan 
associations grew up with little or 
no supervision. Moreover, it is very 
difficult to cite an exact date of fail- 
ure for a building and loan associa- 
tion, and of the thousands which 
have gone out of business, it is not 
possible to state regarding many of 
them whether they failed or were 
liquidated. Furthermore, some asso- 
ciations are so long in disappearing 
that no one particularly notes their 
trend or what becomes of them. 

Inasmuch as the failures and 
losses of banks and building and 
loan associations are not subject to 
actuarial forecast, whether 14%, 
¥y%, 1/10%, or 1/12% is a proper 
assessment rate becomes a matter 
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F. D. I. C. premium, it was per- 
suaded to reduce in 1935 the F. §. 
L. I. C. premium to 4% a year, with 
the maximum additional assessment 
of 4%. Too-high premiums also 
deter associations from entering the 
system, and a broad coverage js 
wanted. 


Frankly, premium rates are set at 
the maximum the insured institu- 
tions can be prevailed upon to pay 
without too much howling; and 
there is a pious hope that the accu- 
mulated reserve will suffice to meet 
the emergency. 


Even after some of the “experts” 
in 1933 had determined the proper 
annual assessment, they found rea- 
sons for giving the insured institu- 
tions the benefit of lower rates than 
the ratio of aggregate liabilities to 
anticipated mortality and shrinkage 
of assets suggested. They allowed 
for the “cushion” supplied by the 
insured members’ surplus and in- 
dividual profits and by the unin- 
sured excess of accounts above 
$5,000; and for the reduction in risk 
over past experience which they 
held was afforded by the factors of 
selection and supervision in the 
insurance system. 


It should be said, in passing, that 
the percentages of the required 
premiums are not altogether com- 
parable. The 1/12% levied by F. D. 
I. C. is a percentage of all deposits 
(demand and time) and not a per- 
centage of the insured deposits 





It 2 sometimes taid that the G.D.IC. insures 


liquidity and the FS. LIC. insures safety, 


The statement is uot true, for both insure both 


of judgment and dickering. Con- 





gress originally set the annual 
premium under F. D. I. C. at 4%, 
but after some experience, Congress 
was persuaded to reduce the rate to 
1/12%. This was done in order to 
stifle complaint and to popularize 
deposit insurance among bankers, 
and not because the risk had been 
recalculated more exactly. 
Similarly, the annual premium 
first established by Congress for 
F. S. L. I. C. was 4%, with the 
maximum additional assessment of 
%4%. There was general protest 
that the premium was burdensome, 
and after Congress had reduced the 





only. Inasmuch as only 44% of all 
deposits are insured, the cost of 
insurance per dollar insured is high, 
particularly for banks having many 
large and few small accounts. In 
the case of F. S. L. I. C., the %% 
is a percentage of the share and 
contractural liability, but since few 
accounts exceed $5,000, around 98% 
of the share liabilities are insured. 

The relative cost of insurance is 
distorted by another factor, namely, 
the higher primary reserves carried 
by commercial banks against their 
demand deposits. The minimum 
statutory reserves are 7, 10 and 13%, 
varying with location of the bank, 
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and the Federal Reserve has author- 
ity to double these requirements. It 
js unusual that a building and loan 
association carries more than 5% in 
yault or on balance with banks. 
Stated another way, as someone 
has: “Banks have a much larger 
proportion of uninsured funds on 
which they pay premiums than do 
building and loan associations.” 

Let us next consider what the 
F.D. I. C., the F. S. L. I. C. and the 
Massachusetts Fund hold in order 
to meet their respective liabilities. 
In other words, what is the size of 
their insurance fund, and of the 
related insured liability. The F. D. 
I. C. has a capital of $289 million and 
reserves of $96 million, a total of 
$385 million; and against this it has 
an insured liability of $21,000 mil- 
lion, or $1.83 of insurance fund for 
every $100 of insured liability. 

The F. S. L. I. C. has $100 million 
of capital and has accumulated a 
surplus of $14 million, a total of 
$114 million; and against this it has 
an insured liability of $1,300 mil- 
lion, or $8.69 of insurance fund for 
every $100 of insured liability. The 
Massachusetts Fund has total assets 
of $5,429,750 and against this it has 
insured liability of $2,157 million, 
or $1.25 of insurance fund for every 
$100 of insured liability. 

The risk is also greater where cer- 
tain of the insured members are 
inordinately large, for the failure of 
one of those alone may overwhelm 
the insurance system. The largest 
insured building and loan associa- 
tion in the F. S. L. I. C. system has 
insured investments of $40 million; 
the largest mutual savings bank in 
the Massachusetts System has in- 
sured deposits of $130 million; and 
the largest commercial bank in the 
F. D. I. C. system has insured de- 
posits of $1,900 million. 

The insurance fund of the F. S. 
L. I. C. is increasing around $6 mil- 
lion a year and the F. D. I. C. around 
$48 million, whereas the Massachu- 
setts Fund has no annual income 
from premiums. The F. S. L. I. C. 
fund may be increased in any year 
a maximum of 4% of its insured 
liability, which in the present year 
would be to about $115 million; the 
Massachusetts Fund by %4% of its 
insured liability, or to around $22 
million; and the F. D. I. C. may be 
increased to $1,200 million by the 
sale of debentures. From this angle, 
it is evident that the F. D. I. C. has 
greater expansive power to meet 
an emergency. 


How great use must be made of 
the insurance fund by any of these 
systems may, however, not vary 
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five years. 


proportionally to the insured liabil- 
ity for at least two reasons. First, 
the systems do not all or equally 
undertake to pay cash at once, and, 
second, the insurance fund will not 
be required to pay until the cash 
reserves of the failed member are 
exhausted. That is, the insured 


liability will be pared down by with- 
drawals for a time before default. 
As the commercial banks carry 
much higher reserves against their 
demand deposits than the other 
institutions do against their time 
liabilities, this paring of liability 
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A Background to Meet 
Today’s Problems 


The accumulated experience of The First 
| National Bank of Chicago covers seventy- 
During that time the bank has 
seen the nation pass through many business 
cycles, each with its succession of compli- 
cated economic factors. Each of these phases 
in turn has created its own special problems. 


To meet specifically the requirements of 
business, the Divisional Organization of The 
First National Bank was developed in 1905. 
This distinctive feature brings bankers into 
immediate contact with officers who are 
specialists in the requirements of correspond- 
ents. The long and valuable experience of 
the bank thus becomes immediately appli- 
cable to the problems of today. 


The First National 
Bank of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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will be greater for the F. D. I. C. 
The F. S. L. I. C. undertakes, in 
the event of default of an insured 


association: 1. To make a loan or 
contribution to or purchase assets 
of the association in order to re- 
store it to normal operation, or 2. to 
give each insured investor the op- 
tion of accepting an equivalent 
account in another insured institu- 
tion, or 10% of his insured account 
in cash immediately, 45% in cash 
within one year and 45% in cash 
within three years. 

The F. D. I. C. is required to settle 
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Historical Banking Oddities 
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BOUT A CENTURY BEFORE THE ESTABLISHMENT OF AMERICA’S FIRST 





COMPREHENSIVE CLEARING HOUSE, MESSENGERS OF VARIOUS LONDON BANKS, 





IT APPEARS, WERE LAYING THE FOUNDATIONS FOR THE SYSTEM BY MEETING 





DAILY AT CONVENIENT COFFEE HOUSES WHERE THEY OFFSET THEIR BILLS AND 





CHECKS AGAINST EACH OTHER'S AND PAID OVER THE BALANCES. THIS PRACTICE 





WAS UNOFFICIAL; IT WAS DEVELOPED BY THE MESSENGERS TO SAVE 





THEMSELVES THE TROUBLE OF PERSONALLY WALKING FROM BANK TO BANK. 
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as soon as possible after default, by 
an equivalent deposit in a new bank 
or another insured bank or in such 
manner as the board of directors of 
the Corporation may prescribe; the 
option as to which of these methods 
of settlement is used rests with the 
Corporation. Under the Massachu- 
setts Fund, it is prescribed that 
within three years from discontin- 
uance of business, the depositors of 
the insured bank are to be paid in 
full, and whether they get interest 
for the period rests with the direc- 
tors of the Fund and The Bank 
Commissioner, but not to exceed 
3%. Quite obviously, these promises 
are not exactly equal, and they will 
drain the insurance funds in dif- 
ferent degrees. 

It is sometimes said that the F. D. 
I. C. insures liquidity and the F. S. 
L. I. C. insures safety. The state- 
ment is not true, for both insure 
both liquidity and safety, and to the 
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same degree. Any shareholder will 
be able, in case of failure of his 
association, to get cash if he elects 
to take in settlement an account in 
a going insured association. And, 
indeed, F. D. I. C. may elect to settle 
that way, making the depositor 
accept an account in another in- 
sured bank, for the Corporation and 
not the depositor has the right to 
decide how settlement shall be 
made. 

One important difference in the 
character of the risks carried by the 
three systems may also be noted. 
The deposits of the commercial 
banks insured by F. D. I. C. include 
both demand and time deposits, 
whereas the deposits of the mutual 
savings banks and the shares of the 
building and loan are all of the 
nature of time deposits. Members 
of the F. S. L. I. C. are prohibited, 
in general, from making any prom- 


ises to pay on demand or at stipu- 
lated periods. 

The members of the F. S. L. I. ¢. 
may require a 30-day notice of in- 
tention to withdraw, after which 
payments may be made in the order 
of withdrawal requests or may be 
allotted proportionately to all ac- 
counts as funds are available, until 
such time as the institution is ad- 
judged in default by the court. In 
case of state chartered associations, 
notice may be required in accord- 
ance with the laws of the state, 
which usually permit several weeks’ 
notice. 

The Massachusetts Savings Bank 
Fund allows the member banks to 
post a ninety-day notice. On court 
order, the notice may be extended 
indefinitely without invoking appli- 
cation of the insurance provisions. 
The responsibility of F. D. I. C. is 
plainly very much greater in sever- 
ity than of F. S. L. I. C. and M. §. 
B. F. 


How One Bank Gets The 
Automobile Loans 


On page 722 of the December, 
1938 issue of Bankers Monthly, K. 
Winslow, executive vice president 
of the Seattle Trust and Savings 
Bank, Seattle, Wash., described a 
system of purchase certificates used 
in making loans td customers wish- 
ing to buy new automobiles. 

Mr. Winslow, of course, had many 
comments from other bankers, one 
of whom told of an experience in 
which the automobile dealers showed 
a dislike for the bank purchase cer- 
tificates. Mr. Winslow explains the 
practical methods used by his insti- 
tution to overcome the refusals 
made by dealers when the certifi- 
cates were offered in payment for 
cars, as follows: 

“About a year ago, when we put 
this plan into effect, several of the 
automobile dealers refused certifi- 
cates tendered by our customers. 
This acted, however, as a boomer- 
ang on the dealers. It annoyed the 
customers greatly, so we arranged 
for out-of-town or outlying dealers 
to supply the car desired at even 
more attractive terms than were 
available locally. Since that time, 
we have had no trouble, and, on the 
whole, are receiving what I consider 
to be very good cooperation.” 

It is to be expected, of course, 
that automobile finance companies 
will exert pressure on the dealers to 
keep all of the automobile loans for 
themselves if they can. This Seattle 
bank believes that it is entitled to 
all local loans, and has demonstrated 
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a practical way to assure itself of a 
larger percentage. Local loans 
should be made at home. 


Air Conditioning Proves Its Worth 


Without exception, our 165 officers 
and employees recognize and appre- 
ciate the beneficial results, both in 
summer and in winter, obtained by 
the installation of air conditioning. 
The fact is, some of our officers who 
were not sold on the necessity for 
air conditioning in our quarters, and 
who did not believe the need in our 
case would justify the expense in- 
volved, are now thoroughly sold 
and, from them, such expressions as 
“How did we ever get along with- 
out it?” “We couldn’t be without 
it,” are frequently heard. Compli- 
ments are received almost daily 
from customers. 

We are thoroughly convinced that 
individual resistance to the enervat- 
ing effects of humid summer 
weather has been greatly increased 
through temperature and moisture 
control afforded by the system. 
Where heretofore, our officers, sec- 
retaries, and clerks were exhausted 
by closing time on summer days, 
they now are practically as fresh at 
closing time as when they began the 
day’s work. There seems no lack of 
energy and no disposition to “sol- 
dier” on the work necessary to be 
done after closing hours. 

Unquestionably, the relationship 
between customer and officer or em- 
ployee is more pleasant under the 
comfortable conditions prevailing 
since the system has been in oper- 
ation. We would not think of going 
back to the conditions that existed 
prior to the installation. 

R. E. Harding, President, 
The Fort Worth National Bank, 
Fort Worth, Texas 


Commends ‘‘Middletown’”’ 
Bond Policies 


(Continued from page 153) 
which very frequently results in 
net losses over a period. 

With respect to trading in medium 
grade bonds, I believe that, under 
certain conditions, such a practice 
bears fruit, but great care must be 
exercised in selecting the new issue, 
because bonds, even in the same 
rating category, carry varying de- 
grees of risk. However, over the 
long run, the best policy to pursue 
is to improve bond portfolio as to 
quality whenever a change is made. 
Such a policy is always working 
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toward preservation of. principal, 
which should be the first aim of the 
supervising agent. 


My experience in investment 
counsel work has proved to me that 
if a bank’s portfolio is supervised 
in relationship with its financial 
condition and internal set-up, grief 
will be avoided. My experience has 
also shown that a rapid turnover of 
securities in institutional portfolios 
is inadvisable, unnecessary, and 
dangerous if bonds are purchased 
for safety. 


Long experience, 
geographic location, 
and a nation-wide network 
__ of correspondent banks 

make 
Continental Illinois 
collection service 
synonymous 


with speed and efficiency 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporatior. 









There are three primary reasons 
for making changes in portfolios: 
to raise quality, to increase income 
without affecting .safety, and to 
eliminate a security or securities 
when economic or market weak- 
nesses have developed either in a 
specific instance or with respect to 
a general group. ; 

It was interesting to note the con- 
clusion which the president of the 
Bank of Middletown reached, after 
five or six years’ experience. It is a 
wise and sound one. 
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BUYING AND STOCK KEEPING 


Storage Files—Depression Success Story 


While the author has developed this story around the “personal 
success” theme, we find in it some very interesting information 
for the buying officer and the records custodian. Hence, its 
location under the “Buying And Stock Keeping” masthead. 


HIS is a success story; a depres- 

sion story; an inspirational story 

for bank employees who may 
feel themselves in a rut—for bank- 
ers who wish to modernize their 
banks and increase operating effi- 
ciency. 

A large order? Well let’s begin 
at the beginning of this new Horatio 
Alger story that confounds the 
critics who carp: “America no 
longer offers its historic opportu- 
nities”; and croak: “The golden 
frontiers are gone forever.” 

The year of 1935 finds Walter F. 
Regenhardt, 38, an employee of a 
large mid-west bank with many 
branch offices. He supervised the 
department responsible for keeping 
the wheels turning on all office 
machines—such as typewriters, add- 
ing, and bookkeeping machines. 
Being of an inventive turn of mind, 
he did some tinkering of his own, 
devising gadgets to improve the 
operations of machines. Quite a 
number of these improvements were 
later adopted by the manufacturers. 

From highly-complicated machin- 
ery, his attention was led inevit- 
ably to a study of machine oper- 
ations, incidental equipment, and 
systems. He soon acquired a reputa- 
tion for having good ideas and 
carrying them out. He was contin- 
ually finding better ways of doing 
things. His ability was recognized 
and perplexing problems relating to 
systems, methods, machines, and 
equipment were assigned to him by 
officials of the bank. 

One day in the spring of 1935 an 
ever-aggravating problem was given 
to him for solution—the storing of 
40 years’ accumulation of bank 
records. The daily flow of records 
had long since filled the space orig- 
inally provided, both in the main 


By I. I. SPERLING 


office and in many of the branches. 
The bank was faced with the neces- 
sity of building or leasing an entire 
building to house its own and cus- 
tomers’ records or of using valuable 
space needed for bank operations. 

Walter tackled this problem with 
the zeal that makes him today the 
president of a $500,000 business. 
After making a complete survey of 
the bank’s record storage require- 
ments, he came to the conclusion 
that a simplified drawer type steel 
storage file, specifically designed for 
the purpose it was to serve, was the 
permanent solution to the record 
storage situation. As technical con- 
sultant to the purchasing officer for 
many years, he also knew that no 
such equipment was available, so he 
not only designed the file but started 
a company to manufacture and mar- 
ket it. 

As new and novel features of the 


file were developed, patents were 
applied for. Two patents have been 
issued and four more are pending. 
So it came to pass that an idea blos- 
somed into a nationally-known and 
expanding business in the short span 
of four years. So much for this new 
Horatio Alger story which illus- 
trates the power of an idea, con- 
ceived and carried out. 

Now about the steel storage files 
and their possibilities for banks 
which desire to improve their oper- 
ating efficiency in handling the busi- 
ness of customers. 

The equipment transforms the 
typical dirt collecting, time-wasting 
collection of inflammable bundles, 
boxes, and shelving into a clean, 
orderly, and systematic record room. 
All records can be referred to in- 
stantly. 

The files consist of a completely 
enclosed steel case, having an in- 
terior, reenforced opening of suffi- 
cient strength to permit stacking 
units from the floor to the ceiling. 
The space between a convenient 
reaching height and the ceiling can 
be used for permanent and inactive 
records that must be kept but are 
seldom referred to. Each case is 
equipped with an ingenious safety 
stacking feature that locks it to all 
adjoining cases so effectively, ver- 
tically and horizontally, that any 
grouping of files becomes a solid 
safety cabinet, with absolutely no 
danger of a single unit shifting, 
swaying, or accidentally toppling 
over. No bolts, screws, rivets, or 
tools are used to lock the units 
together—or to take the grouping 
apart for removal, if necessary. 

The drawers have all the func- 
tional features such as_ positive 
drawer stops, gliders, and runners 
for easy drawer pull. All drawers 
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The Essential Advantages 
Of This Equipment 


1. Initial cost is the only cost 
—actually less than cardboard 
and shelving. 


2. Reduces space required for 
records to the barest possible 
minimum. 

3. Time-saving; all records are 
instantly accessible. 


4. Permanent protection in 
steel, reducing fire hazard. 


5. A record room as systematic 
and orderly as a safe deposit 
vault. 


6. Flexibility of unit principle; 
fits any wall or floor space. 


are constructed so that a follower, 
very necessary for the partially 
filled drawer, can be inserted or 
removed without disturbing the 
contents of the drawer. With this 
essential feature records may be 
placed into a drawer and held up in 
proper position as the drawer is 
being filled. When the drawer is com- 
pletely filled, the follower is re- 
moved instantly and placed into the 
next empty drawer. All drawers 
have inexpensive handles and label 
holders. 


By tailor-making the files to fit 
the records they contain, not one 
cubic inch of space is lost and as no 
shelving is required, space savings 
of 60% to 70% have been made. 
The bank that had contemplated 
construction of a building to house 
its records, found after transferring 
to this equipment that, not only was 
a building not needed, but sufficient 
space was cleared to provide for 
expansion for many years to come. 


This Bank Has 75% Of 
Deposits In Loans 


While the general average of all 
banks shows a low percentage of 
deposits in loans, there are, here 
and there, banks which have been 
getting more nearly a normal 
amount. It is interesting to other 
bankers to learn of the types of 
loans made by such banks. The 
following is a letter received from 
W. R. Parker, cashier of the Bank 
of Powhatan, Powhatan, Va.: 


“In your July, 1938 issue, the 
article by E. W. Rossitor, “Sixty Per 
Cent of Assets in Loans” was most 
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Seventy million times a day the public tests the 


quality of Bell System service. The measure of this 


service is not only its promptness, reliability and low 


cost. It is also the courtesy with which it is given. 


Our genuine desire is to make the Bell System a 


friendly and helpful institution . . 


. and to give you 


the best, the most and the cheapest telephone service 


in the world. 


BELL TELEPHONE SYSTEM 


You are cordially invited to visit the Bell System exhibit at the 
New York World's Fair 


interesting. Banks in our section 
are willing and able to lend money. 
When our totals were running about 
$940,000 the past summer, we were 
lending over $700,000, or 75%. 
Today, our footings are slightly 
over one million, and we have 
$705,000 in loans. 

“Of this amount, we have ap- 
proximately $75,000 in Title II FHA 
loans, and about $50,000 in Title I 
loans. We have approximately $50,- 
000 in automobile paper, on month- 


ly payment plan. The population 
of our county is only 6,500, and of 
our town, 250, but we enjoy a trade 
area which embraces a large part 
of another county whose banks 
failed in 1932 and 1933. We like 
the monthly payment notes, and 
have little trouble with any of 
them.” 


Ask your stockholders to assume 
some responsibility for increasing 
the bank business of their bank. 
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We Keep A Credit Index 
Of Our Community 
(Continued from page 157) 


ability, and when we studied the 
individual cases, we found that 
some of them had sources of income 
about which we had known nothing. 

One man had an income from 
part ownership in a hospital in an- 
other town, which had been left 
him by his father, but which was 
not generally known locally. While 
it was not a large income, it was 
enough to enable him to buy a car 
and pay for it in 12 months. 

In another case, a person owned 
some bonds that we had not known 
about. In still another case a person 
had an income from a farm in an- 
other state, which had never been 
mentioned to us or to anyone with 
whom he had talked. Another man 
had an income from some writing 
he had done, which had not been 
made known locally. A wife in a 
family had an income which was 
used for such special expenses as 
the purchase of household equip- 
ment. 

I can see no argument against my 
proposition that a banker should 
study the credit rating of everyone 
in his community, whether they are 
borrowers or not, for this experi- 
ence I have mentioned was not only 
profitable to the bank, because of 
uncovering some new loans that we 
have since secured, but was ex- 
tremely interesting. 





Because the bank has amplified its credit records to include the | 
entire community, the loan officer is never hampered or delayed in 
his decision when a new prospective borrower comes to his desk. 
His secretary has all of the necessary information at her fingertips. 


Of course, there were cases on 
the other side. There were some 
people we had understood to have a 
reliable income, when this was 
actually not the case. We almost 
blushed when we found out some of 
the things which came to light, 
because we realized that we had 
been passing judgment on the basis 
of what was generally believed 
about the person in the community, 
rather than on the basis of fact. 


We are now definitely committed 
to the policy of passing judgment 
on fact—current fact—not a list 
that was compiled three or four 





GENERAL MOTORS 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


ACCEPTANCE 


GERERAL 
WOM BO} ian 


INSTALMENT 
PLAN 





CORPORATION 





foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 
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BRANCHES IN PRINCIPAL CITIES 


years ago. Each loan, and each 
renewal, we believe, must be con- 
sidered reason for a renewed study 
of the credit risk. 

The results of these policies I have 
mentioned were so interesting to us 
that a further important thought 
occurred to me one day, and I put 
it into effect. The thought probably 
originated from having seen the 
credit cards issued by gasoline com- 
panies, which may be used to estab- 
lish credit in any oil station where 
the holder wishes to buy that brand. 

I promptly worked out a credit 
card on which the name of our cus- 
tomer might be entered, and on 
which the bank stated that this per- 
son had established his credit at 
our institution. The card reads: 
“Credit and Identification Card. 
John Doe, whose signature appears 
below, has been extended credit by 
the Central National Bank, Green- 
castle, Ind., on the obligation de- 
scribed herein.” 

Inside the card, which is folded, 
is indicated the loan the bank has 
made. The card is inserted in an 
open-face envelope and is carried 
with great pride by several hundred 
citizens in our community. 

When a customer carrying this 
card goes to a dealer to buy any- 
thing on which he wants credit, he 
shows the card. What happens then 
is exceedingly important, in my 
opinion. The dealer does not urge 
the man to sign a note payable to 
some finance company, but rather 
is inclined to say, “You have an 
established credit at the Central 
National Bank—why don’t you bor- 
row the money there and buy for 
cash?” 

We have most of our customers 
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trained now, to come to the bank 
for all of their loans, because our 
policy has been in operation for 
over three years. This three-year 
test has made us more enthusiastic 
regarding these policies than we 


| were when we started them. 


More people have learned to plan 
their expenditures since the install- 
ment method of lending has been 
emphasized. In general, the credit 
rating of the residents of any com- 
munity has been raised by install- 
ment borrowing, for after all, credit 
is established by being used, rather 
than by not being used. No one can 
be sure about a man’s habits and 
ability to pay until after he has 
observed the repayment of a loan. 


We Stress 
Real Estate Loans 
(Continued from page 141) 


10% of number of mort- 
gages—20 


Total foreclosure losses 4,100 
Total losses on premiums 

paid (242% on $100,- 

MN. -Seusiecwmeroused 2,500 
Total of all losses...... $ 6,600 


* * * * 
Interest received on mort- 


gages foreclosed: 
$100,000 at 442% for 1 year. . $4,500 


80,000 at 442% for lyear.. 3,600 
60,000 at 442% for lyear.. 2,760 
40,000 at 444% for lyear.. 1,800 
20,000 at 444% forlyear.. 900 





Total interest for five years $13,500 
6,600 


Pe ree 


Net income for foreclosed 
mortgages 

Net annual income of fore- 
closed mortgages (1-5 
_ Se ere ree 

Average amount invested 
in foreclosed mortgages 
ey 

Annual rate of return on 
foreclosed mortgages, 
2.30%. 

Annual rate of return on 
sound mortgages, 4.27% 





$ 60,000 X 2.30%....... 1,380 
900,000 X 4.27%....... 38,430 
40,000 X 2.75% on in- 
terest on government 
debentures ........... 1,100 
(A) $1,000,000 (B) $40,910 





Annual net return on fund 
during five years ap- 
proxmately (BA) 4.09% 
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Our experience conclusively proved 
that FHA mortgages embody the 
principles of sound investment 
policy to a degree of perfection 
that is difficult to find in most of 
the securities available today. 


Light Facts 


Electricity in the average Ameri- 
can home costs approximately one- 
half what it did in 1913, according 
to the Edison Electric Institute. 
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New Business Through 
Collateral Loans 


(Continued from paye 148) 
have a better record and a picture 
of the whole transaction, which are 
obvious advantages. As a result of 
this systematic and thorough policy, 
bank examiners need spend very 
little time checking over the 
records of collateral security. 

The auditing department also 
maintains a monthly check on all 
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collateral, counting it in sections, 
so that all of it is examined an- 
nually and verified with the bor- 
rower. 

When the loan is paid, the col- 
lateral teller and custodian remove 
the securities from the trucks. Both 
of their initials appear on the re- 
ceipt which is signed by the cus- 
tomer. 

In making a collateral loan, it is 
well to bear in mind that the rate 
of interest to be charged varies with 
the type of loan in accordance with 
such factors as the size of the loan, 


the competition of neighboring 
banks, and the amount of business 
that the customer does with the 
bank. The type of collateral also 
determines to some extent the rate 
to be charged. Thus, collateral en- 
joying a wide public market against 
one which has a very narrow mar- 
ket, is deemed more secure, and 
consequently, the rate of interest 
is lower. 

Work involved in connection with 
handling or servicing the account 
is another important consideration. 
For example, loaning on accounts 








ODAY’S farm profits are so definitely de- 

pendent upon the operation of modern 
power machinery, that all assistance on the 
part of MM dealers and local bankers to make 
possible its purchase, is a step toward general 
prosperity. Records prove conclusively that 
American business flourishes in direct propor- 
tion to the stability of agriculture. 

This year thousands of dependable farmers 
deserving credit privileges, will be in need of 





additional MM machinery to cut production costs and increase profits. MM 
HARVESTORS are leading sellers because they do a better job at less cost. A 
sellout of production every year since 1934 proves something very definite. 
MM dealers and local bankers are in position to extend the necessary coopera- 
tion. Prosperity is more contagious than adversity. Alarger income for the farmer 
soon makes itself felt in bigger business for the merchant and inevitably in more 
banking transactions. Everyone prospers when the farmer prospers. 


WHY NOT GET ACQUAINTED WITH YOUR LOCAL MM DEALER 


BRANCHES NEAR EVERYWHERE 


MINNEAPOLIS-MOLINE 


MINNEAPOLIS 





POWER IMPLEMENT COMPAN 
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MINNESOTA 


receivable means more work for 
the loan and discount department 
than loaning on stocks or bonds, 
Accordingly, a higher rate is 
charged. 

The importance of following a 
collateral loan policy that will create 
new loans and new business for the 
bank cannot be overemphasized. As 
has been seen, this is best done by 
taking a sympathetic interest in the 
business affairs of borrowers, and 
drawing them out during discus- 
sions. 


Improved Statement Form 
Speeds Up Month- 
End Work 


(Continued from page 145) 


size of the new form, it was neces- 
sary to provide a narrower column 
in which to list the checks paid. 
This change resulted in a space 
saving of over 34 of an inch. Before 
making this change, a careful study 
was made of thousands of old state- 
ments, which showed that, in all 
cases, the column used for listing 
checks was unnecessarily wide for 
normal use. Originally, the space 
was planned to accommodate three 
checks of nine digits each to the 
line. For practical purposes, such 
extra space allotment was found 
unnecessary. This fact was con- 
sidered in cutting down the width 
of the column on the revised form. 
Large checks may be posted by us- 
ing only one or two positions in the 
line, thereby avoiding any over- 
lapping of figures. 

The manner in which bookkeeping 
has actually been speeded up with 
the use of the new statement is 
illustrated by referring to one im- 
portant operation. It is no longer 
necessary for the bookkeeper to 
transfer the balance at the end of 
the month to the old-balance col- 
umn of the subsequent month’s 
statement. Now, the balance is 
transferred only to the new balance 
column, which speeds up the month- 
end work of the bookkeeper. 

The use of the smaller form and 
the revision of the column setup in 
no manner affects the routine of the 
posting. The resetting of the posting 
machines already used in the bank 
was very easily accomplished. 


The reason ideas gained from a 
city banker are likely to be of un- 
usual value to a country banker is 
that the city banker has many more 
transactions in a day on which to 
base his judgment. 
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Posting Stand 


Here is something new—and ex- 
tremely practical—in a posting 
stand. It’s a creation of the Lefe- 
bure Corporation, of Cedar Rapids, 
Iowa, and is called the Hi-Lo, be- 





cause it is instantly adjustable to 
any desired height. And I do mean 
instantly! No bolts or thumb 
screws, no cranks to manipulate— 
just raise it up or push it down to 
any desired height (from a min- 
imum of 22 inches to a maximum 
of 32 inches). The _ operating 
mechanism is counterbalanced so 
that little effort is required, and has 
a safety-lock to hold it at any 
position. 

The Hi-Lo stand is built of heavy 
gauge steel, with angular telescop- 
ing legs and easy rolling, self- 
lubricating rubber casters. It is 
finished in olive green or black, 
either plain or crackle, with the 
elevating mechanism chromium 
plated. It may be had in four 
Standard sizes, from 12 by 20% 
to 15 by 2414 inches, to accommo- 
date the sizes of ledger binders and 
posting trays in general use. 

I think you will like it, because 
it is mechanically correct, with no 
intricate mechanism to get out of 
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» EQUIPMENT AND SupPLy IDEAS 
ye FROM THE BANKERS SECRETARY'S NOTEBOOK 






oo 


In a sort of 60-day hang-over of Christmas good will, I’m trying to have a nice 
idea for everybody this month. A posting stand for the bookkeepers, a moistener 
for the tellers, a ladder for the vault attendants, a light for the stenographers, 
and (as good measure) a stapler for the whole staff. That pretty well makes the 


the rounds, don’t you think? 


order. Most of all, though, it should 
appeal to you because it is so 
sensible and practical. 


Bill Strap Moistener 


A young bank teller of my ac- 
quaintance told me, the other day, 
that for years bill straps have been 
the bane of his banking hours. He 
never could make them stick to- 
gether—and for years he blamed 
it on the gummed ends. 

Recently, however, his bank sup- 
plied all the cages with “Steel- 
Strong” Tellers Moisteners (C. L. 
Downey Co., Cincinnati). Now this 
young chap is apologizing for all 
the ugly names he used to heap on 
innocent bill straps. — 

The Downey Moistener employs 
an entirely different principle from 
the old-style sponge cups. A spe- 
cially designed capillary pad de- 
livers just enough moisture to 
properly soften the dextrine gum 
on the bill strap. Capillary attrac- 
tion (remember your high school 
physics?) continues to supply 
just the right amount of moisture 
to the pad surface, as long as it 
is in use. 

The capillary pad takes up only 
half of the top area—the other 
half containing a rubber sponge 
for moistening fingers when count- 
ing bills. 

This Teller’s Moistener is made 
of bakelite in a rich mahogany 
color, and is splash-proof, sanitary 
and dependable. 





Sincerely, 


Mary Manning 


Vault Ladder 


What provision do you make for 
vault customers whose boxes are in 
the upper tiers? Are you using a 
rickety stool or a wooden ladder, 
which they climb with timidity or 
caution—and which is completely 
out of harmony with the rest of 
the vault equipment? 

Well, the Aluminum Ladder Co., 
Tarentum, Pa., has just announced 
a small, compact, vault ladder that 
weighs barely five pounds, yet en- 
ables a person of average -stature 
to reach as high as eight feet from 
the floor. 





Built 
has “a 
pounds 
sounds 
strength to a non-engineering mind 
like mine. But my eyes assure me 
that it’s ruggedly riveted, compact, 


of an aluminum alloy, it 
tensile strength of 48,000 
per square inch”—which 
like plenty of tensile 
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and solid. Equipped with “rubber 
soles”, it can’t slip or slide, never 
clatters,- and won’t scratch your 
polished floors. It’s low enough to 
go under a table or counter for 
storage—and high enough to use 
as a stool at the same table. The 
top platform is approximately 
8 x 12 inches—ample _ standing 
room—and both platform and step 
are corrugated to prevent slipping. 


A new one, called the Ajax, has § 
just been put on the market, which § 
I am sure should make every thrifty 
banker’s soul most happy. Priced 
at less than one dollar, the manv- § 
facturers (the Hoffert Machine Co, 
Racine, Wis.) are using the slogan: 
“Six for the price of one.” 

It’s not only low in price—it does 
a real job. It is guaranteed 100% 
jam-proof (they dare you to try to 


jam it), is rubber cushioned on the 
bottom and sides to prevent desk 
In the same category with Vice need—in the business world, at oe we coy tinge. go head 
President Marshall’s famous “five least—for a moderate priced stap- a agi ee 
ene c ; , Mr. Anton Peterson, of Chicago, 
cent cigar”, there has long been a ling machine. ° : Sins : : 
(who assisted in designing it and is 
the factory distributor) took one 
apart for me and even my untutored 
eye could marvel at the simplicity 
and ruggedness of its construction. 


It is easy to reload—uses any stand- 
TTE Tl e ard size staple. 


Typist’s Light 


PURCHASING “OFFICERS | or i in oe ore ta 
ALL BANKS 


Stapler 


the break—and a very lucky one it 
is, too. Certainly if anyone in an 
office needs proper light to protect 
her eyes and assure the quality of 
her work, it is the stenographer who 


types your letters. 

Next mouth J will haue a special The Copy Right Manufacturing 
Corp., New York City, which makes 
B | : ) bi. the “CopyRIGHT” copy holder for 
(ou J Ge HON ) ae ee ae “— 
or attaching to the copy holder. It’s 
devoted te all hank needs — the Spring called, appropriately, “Copy LITE”, 
“R G. . } wa | © / if y if signed specifically for stenographers 

uye v4 and typists. 
It doesn’t occupy an inch of space 
comprehensive lo date. It will appear (Continued on page 180) 
in the April Bankers Monthly. 


and is the first desk lamp ever de- 


See you in Aprul 


the Bankers Secretary 


Watcu for the April Bankers Monthly—the SPRING “BUYERS GUIDE” 
—the only publication devoted to banking needs—supplies, services 
and equipment. 
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RAND MSNALLY & COMPANY 
SYSTEMS DIVISION 


« 536 S. Clark Street, CHICAGO @ 


San Francisco 


Streamlined Branch For Security Trust Of San Diego 


HEN officials of Security 
Trust and Savings Bank of 
San Diego found it necessary 
to enlarge one of four branch of- 
fices, they decided to streamline the 
new banking quarters, with the 
result that they achieved a layout 
that combines beauty with utility. 

Gone are such time-honored fix- 
tures as ornate metal, wood, and 
glass cages in severe straight lines. 
Instead, there is a circular banking 
counter dividing the lobby from the 
operations sections, and permitting 
an unobstructed view of any part of 
the bank from any point. 

The unit concerned is the Fifth 
and University Branch of Security 
Trust and Savings Bank. In the 
femodeling program, much thought 
Was given to convenience and spa- 
tiousness for patrons as well as em- 
ployees. Commercial department 
and safe deposit services are on one 
Side of the lobby, with the savings, 
Notes and collection departments on 
the other flanking the officers’ space. 

Illuminated department signs and 
deal plates are readily discernible 
from any point in the lobby. Indi- 
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vidual check desks of heavy glass, 
topping compartments for slips and 
blanks, give patrons privacy in mak- 
ing out deposit slips and writing 
checks. 

The arrangement for handling of 
money between tellers and patrons 
provides a maximum of privacy in 
the transactions. In this instance, 
as in the case of individual check 


desks for detailing deposits, one’s 
personal business is shielded from 
roving eyes. 

All departments are connected 
by intercommunicating telephones. 
Burglar and hold-up alarm systems 
provide adequate protection. 

Accoustical treatment of the cir- 
cular ceiling provides for comfort 
and silent operation of the institu- 





tion. A semi-indirect lighting sys- 
tem is visually soothing. A large 
photomural, depicting the early his- 
tory and romance of San Diego, and 
later day growth and _ industries, 
tells the visitor of the community’s 
progress. 

While designed to meet present 
day banking requirements, provision 
has been made for future needs, 
such as additional tellers’ windows. 

The modernization program in- 
cludes an entrance treated in verde- 
antique marble, and bronze doors 
and grille work, and painting of the 








entire exterior of the building in a 
two-tone color scheme. 

“The public is definitely ‘stream- 
line conscious,’ therefore we are 
merely keeping in step with modern 
trends in providing an attractive 
background for banking quarters,” 
said Charles H. Martin, president. 
“The public’s reaction has been 
highly favorable. We view this 
achievement as something which 
adds much to the institution, with- 
out detracting in any sense from the 
dignity of the profession in which 
we are engaged.” 








SPRINGTIME 


iS 
wilding Jime 


.. time to talk to us about that job, 


be it large or small. 





A multi ‘ple-story new building? 
WE’LL SAVE YOU MONEY. 


A new front for the old building? 
WE’LL MAKE YOU 


STAND OUT. 


New fixtures in the lobby? 
LET US SHOW YOU OUR IDEAS. 


Our exclusive combination of the single 
contract and a quarter century of experi- 
ence can’t be beaten. 


When shall our representative call? 


ST. LOUIS 
BANK BUILDING 
& EQUIPMENT CO. 


NINTH AND SIDNEY. ST. LOUIS 














Typist’s Light 

(Continued from page 178) 
on the desk itself and its glareles; 
illumination is evenly diffused over 
reading material, typewriter, and 
both sides of the desk. It is in. 
stantly adjustable, up or down, to 
suit the operator. 

Its use isn’t limited to the Copy. 
RIGHT holder, either. If your bank 
happens to be equipped with an. 
other make, the CopyRIGHT Cor. 
poration (broad minded people!) 
will equip your Copy LITE with 
special clamps to fit, at no extra 
cost! 

As an efficient bank manager, Mr, 


Cashier, you will be interested in | 


the manufacturer’s assertion that, 
in addition to saving your staff's 
sight, these lamps reduce overhead 
lighting costs and increase typing 
speed and accuracy. 


BANK 


BUILDING NEWS 





Seattle First National Bank, Yaki- 
ma, Wash.—remodeling—$8,000. 

National Bank of Commerce, San 
Antonio, Tex.—additional space, 
remodeling, air conditioning— 
$100,000. 

Chemical State Savings Bank, Mid- 
land, Mich.—interior remodeled. 

Citizens and Southern of South 
Carolina, Columbia, S. C.—new 
vaults, air conditioning, venetian 
blinds, night depository. 

Bank of America, Sunnyvale, Cal.— 
new heating plant, air condition- 
ing. 

American National Bank, Sapulpa, 
Okla.—remodeling, night deposi- 
tory—$7,500. 

Hillcrest State Bank, Dallas, Tex. 
—drive-in window, bandit resist- 
ing enclosure. 

Peoples National Bank and Trust 
Co., Monessen, Pa.—remodeling, 
new vaults. 

Citizens State Bank, Houston, Tex. 
—air conditioning—$50,000. 

Johnson County Bank, Tecumseh, 
Neb.—electric chimes clock. 

Tower Grove Bank and Trust Co. 
St. Louis, Mo.—enlarged quarters. 


1938 Earnings Best In History 


It is reported by Thomas C. Bou- 
shall, president of the Morris Plat 
Bank, of Virginia, Richmond, Va. 
that the bank’s earnings of 1938 
exceed those of any other year. 
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Volume 6 CHICAGO, 
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A year ago there were only twenty 
electric roads in this country. Now 
there are over fifty roads, and 
nearly seventy more are building or 
under contract. 


There is good prospect that the 
immense financial interest created 
in the last few years under the gen- 
eral title of building and loan 
societies will be put under State 
government supervision before long. 
The borrowers are mostly working- 
men who have no time and little 
knowledge for self-protection, and 
the duty of the Legislature is plain 
and pressing. 


Philosophy On Bankruptcy 


In France and Germany a bank- 
rupt is liable to be punished by im- 
prisonment if it is found that his 
personal expenses have been exces- 
sive, if he has lost large sums of 
money by gambling or stock-ex- 
change operations, if he has put 
accommodation notes in circulation 
to stave off failure, or if he has 
failed to keep correct and proper 
books. It is needless to say that 
rigorous methods of this kind have 
not been adopted in the United 
States or England where they would 
go far toward adding to the number 
of those in penal institutions. The 
tendency of the times is so clearly 
toward an unwarrantable use of the 
credit system that it would not be 
surprising if some check of this kind 
were applied in England, and, 
should it succeed there, he adopted 
after awhile in this country. As 
nations consolidate rules harden. 


Spending And Earning 


Edward Atkinson, the economist, 
is of the opinion that 90 per cent, 
or nine out of ten of our people, 
spend nearly all they earn. There 
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is, comparatively, but little saved 
for the rainy day. Out of the other 
10 per cent, some save sufficient to 
protect themselves against want, 
and the remainder acquire inde- 
pendence. There is an absurd idea 
abroad that expenditure, and lavish 
expenditure, too, is good for trade, 
and that it is mean or shabby to 
save. The increase of population, 
competition, and expense of living 
must very soon break this delusion, 
if increasing information does not. 
So long as money is deposited in 
Savings banks or sound building 
societies or approved legitimate 
securities, there can be no cramp- 
ing to trade by saving, the money 
being in useful circulation all the 
time. The habit of saving must be 
acquired, and it is good for mind 
and body; no better medicine, and 
it brings a spirit of content and in- 
dependence beyond the power of 
words to set it out. The capital for 
all the mechanical and mercantile 
concerns in the country has come 
from saving. 


Keep Out Of Safes 


Look into the big safe before lock- 
ing. Ben. C. Lum, bookkeeper at 
the New Haven Savings Bank, New 
Haven, Conn., was accidentally 
locked in the big bank vault at eve- 
ning closing, and his whereabouts 
was a mystery until the vault was 
opened for business at nine o’clock, 
when he came out where he could 
get fresh air, decidedly hungry, but 
little the worse for his fifteen hours’ 
close confinement. 


Mechanical power and invention 
give us such an increased use of 
manufactured goods as would make 
the best past, of even a hundred 
years ago appear poverty itself, yet 
men are not satisfied, and probably 
never will be. 


‘STEERS 3 <tRONG 


New improved style. Save 24% 
of time in machine filling.. Pop 
open instantly with slight pressure 
of thumb and finger. Pack flat for 
storage and shipping. 

Made of “Steel-Strong’” Kraft 
overweight paper, in six standard 
colors for pennies, nickels, dimes, 
quarters, halves, and dollars. 


SAVE SAVE 
TIME SPACE 


Ask your bank supply dealer to 

demonstrate their storage- and 

operation-economies. Also for 
free bank imprint offer. 


The C.L.DOWNEY CO. 


941-943 CLARK ST. 
o> Omen OO. i. we we Gee oP s © a er 


The Name of 
CHRISTMAS CLUB 


akeEMsloha-lait tials macliel= 
WHEREVER — 
WHENEVER — 
HOWEVER — 
USED 
If that advertising 
value is used 
BUY 
CHRISTMAS CLUB 


From 


CHRISTMAS CLUB 


A CORPORATION 
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California Bank Ad Series Honored 


CO aia 2 0 Bank advertising 
which in October of last year 
was rated by Bank Ad-View; ff 
as the best bank advertising for the 
year in the United States and Can. 
ada, is again accorded national 
recognition with inclusion of four 
of its ads in the American Institute 
of Graphic Arts’ 1938 commercial 
" } § printing of the year show, which} 
$242] FOR LOANS 4 sug, 40 suild, to modernize, 7 »* opened at the Art Center School in 
to refinance, ath at any neighborheed affice of oe Los Angeles recently. 
CALIFORNIA BAN _Modern in treatment and func. 
tional in design, the bank ads are 
effective in comparatively small 
space, deriving their high impact 
value chiefly from strong contrasts 
in blacks, whites, and grays, from 
deft accenting, and from a generous 
and well planned use of white space 
and a complete absence of furbelows 
or other distracting “spinach”. 


MEMBER FEDERAL RESERVE SYSTEM & FEDERAL DEPOSIT INSURANCE CORPORATIO! 


THE-TAX MAN WILL GET YOU IF YOU. DON’T WATCH OUT BE IT RESOLVED THAT YOU 


BUILD A HOME OF YOUR OWN IN 


Both copy and layout are by Rod 

MacLean, advertising and publicity 

manager of California Bank, whose 

EAD UENEIG sinisnirencrnercmrnte agama ameanmn mmm up-to-date treatment of financial 
loons up te $1,000, ot low interest rotes, with @ full yeor in which to make re charges. Attrective THA loon cherts, 2 o8 

soreeeiheakedalapeinanianetaeeshinas mntiaeliaenaataaa ie abnaiaaaaennia maaan advertising has frequently drawn 


eee eee ce re are Cetera Ben's exigibeshood ows ta end eround tan Aeguts. Get you copy today favorable comment from bank ad- 


ee CALIFORNIA BANK CALIFORNIA BANK vertising specialists during recent 


as DIOS meUHANCE COMOEENO years. 


What is it Worth to You? 


To have, each business morning, complete and accurate business ai d 
financial news—reliable security and commodity prices—interpreta- 
tive comment on all lines of business? 


It’s worth a lot, you will agree—yet it’s available for less than 
6 cents a day. 


A Lincoln, Nebraska, bank president recently wrote:— 


“It would be impossible for any mid-western executive to attempt to 
keep reasonably well informed without being a constant reader of your 
newspaper. 

“After reading the Chicago Journal of Commerce anyone may feel 
well informed as to business, finance, important Washington developments, 
and, of course, your publication is the most reliable guide as to the market 
on bonds, stocks, grains and kindred products. 

“Several members of our organization are constant readers of your 
paper and would not be without it.” 


It’s worth your while to investigate the 


Chicago Sournal of Commerce 


— AND LA SALLE STREET JOURNAL — 
12 East Grand Avenue Chicago, Illinois 
“The Central West’s daily business newspaper” 
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WHO'S WHO IN BANKING NEWS _ 


Sartori 50 Years With Security 
First, Los Angeles 


On February 11, 1889, the Secu- 
rity Savings Bank and Trust Com- 
pany was organized in the city of 
Los Angeles. On February 11, 1939, 
one of the organizers of that insti- 
tution, J. F. Sartori, now chairman 
of the board of its successor, The 
Security First National Bank of Los 
Angeles, celebrated simultaneously 
the bank’s 50 years of successful 
growth, and his own 50 years of 
association with it. 


During his long career as a 
pioneer banker, Mr. Sartori has 
contributed to many of the impor- 
tant developments of the profes- 
sion. He has served many times as 
a member, and several times as 
chairman of the legislative com- 
mittee of the California Bankers 
Association. He is regarded as the 
father of the model California Bank 
Act which was passed in 1909. He 
has served five terms as president of 
the Los Angeles Clearinghouse As- 
sociation, and was for many years 
a director of the federal reserve 
branch in Los Angeles. In 1914, he 
was president of the savings bank 
division of the A. B. A. 

Throughout his career, Mr. Sar- 
tori has been one of the strongest 
personalities in the development of 
Southern California. 


Enstrom On Irving Trust Board 


Stockholders of Irving Trust 
Company, New York, at the annual 
meeting, elected William N. En- 
strom, vice president of the Com- 
pany, as anew member of the Board 
of Directors. 

Mr. Enstrom became associated 
with the institution in 1906. He was 
elected vice president in November, 
1919. He has had a broad experi- 
ence in both domestic and foreign 
banking, and has traveled exten- 
sively in Europe, South America and 
the Far East. He has a wide ac- 
qQuaintance, also, among bankers 
throughout this country. 

During the World War, Mr. En- 
strom served as officer in command 
of the United States Naval Station 
at Pernambuco, Brazil, and later 
was attached to the American Em- 
bassy at Rio de Janeiro. 
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White Heads Trust Department 


The Mercantile-Commerce Bank 
and Trust Company, St. Louis, Mis-, 
souri, has announced that Joseph W. 
White, trust officer, has been placed 
in charge of its Trust Department. 
Mr. White succeeds Judge Thomas 
C. Hennings, formerly head of the 
department, who resigned January 
lst to enter the private practice of 
law. Mr. White has been trust of- 
ficer for the past 14 years and has 
been connected with the company 
since 1908, except for the period of 
the World War when he was in the 
service. 

Mr. White has had a wide experi- 
ence in the trust field. He has served 
on the faculties of the American In- 
stitute of Banking and St. Louis 
University Law School for many 
years and has lectured extensively 
on trust subjects. He has been 
active in the American Bankers 
Association and has served as chair- 
man of numerous committees. He 
is past president of the Corporate 
Fiduciaries Association of St. Louis 
and a member of the American, 
Missouri and St. Louis Bar Associa- 
tions. 


Cooke Directs Fund Drive 


Vice President Carlton P. Cooke 
of the Marine Trust Co. of Buffalo, 
New York, has been appointed gen- 
eral chairman of the 23rd annual 
drive of the Joint Charities and 
Community Fund of that city. Mr. 
Cooke, who has been an impor- 
tant factor in the activities of the 
Community Fund since its incep- 
tion, is known as one of the most 
civic-minded bankers in Buffalo. 
He is, at the present time, president 
of the Buffalo Real Estate Board, 
and a director of both the Main 
Street Association and the Dela- 
ware Avenue Association. 


Continental Advances O'Connell 


At the first board meeting of 
1939, directors of the Continental 
Illinois National Bank and Trust 
Company of Chicago advanced 
H. P. O’Connell from second vice 
president to vice president. 

At the same meeting, Harry L. 
MacGregor and John W. Nichols 
were promoted from assistant cash- 
iers to second vice presidents. 


Freiberger On Cleveland 
Trust Board 


I. F. Freiberger, vice president 
and member of the executive com- 
mittee of the Cleveland Trust Co., 
was elected to the bank’s director- 
ate at the annual stockholders’ 
meeting late in January. Mr. Frei- 
berger has been with the bank’s 
trust department for 37 years, dur- 
ing which time it has grown until 
it now administers one of the larg-. 
est accumulations of trust funds in 
the United States. He is a past 
president of the Cleveland Chamber 
of Commerce, and is an officer or 
a director of a number of impor- 
tant corporations. 

At the board meeting following 
Mr. Frieberger’s election, the fol- 
lowing promotions in the official 
staff were announced: 

Assistant vice presidents, E. A. 
Branch, C. A. Brown, and Loren 
Whittington. : 

Assistant treasurers, Walter H. 
Kurtz and P. H. McClelland. 

Assistant trust officer, Robert M. 
Clements. 


92nd Birthday 


The 92nd birthday of Myron T. 
Gilmore, president emeritus of the 
San Diego Trust and Savings Bank, 
San Diego, California, on January 
11, was the occasion for a celebra- 
tion on the part of his fellow of- 
ficers and employees. Mr. Gilmore, 
who is the dean of Pacific Coast 
Bankers, continues to take an active 
interest in the affairs of his institu- 
tion, and may be found at his desk 
daily. 


Essroger Treasurer 


Charles V. Essroger, vice presi- 
dent of the First National Bank of 
Chicago, has been reappointed 
treasurer of the Chicago Board of 
Trade for 1939. 


Chicago Bank Club 
Elects Clark 


The Bankers Club of Chicago has 
elected Philip R. Clarke, president 
of the City National Bank and Trust 
Company, as president. Laurence 
B. Robbins, vice president of The 
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Are you making yourself 
more valuable to the bank? 


Could you operate another 
department—do you know 
other branches of banking? 


For as little as .0114 a day 
you can thoroughly acquaint 
yourself with the operation 
of the 


LOAN DEPARTMENT 
COST CONTROL and ANALYSIS 


and the now very important 


PUBLIC RELATIONS and 
ADVERTISING 


of the bank — 


with the three books gener- 
ally accepted as the standard 
works on bank operation— 
three for the price of one to 
bank officers and employees 


BANK LOAN 
- MANAGEMENT 


BANK COST CONTROL 


ADVERTISING 
FOR BANKS 


PASTE THIS COUPON ON A PENNY POSTCARD 





Ranp MSNatiy & ComPANy 
536 South Clark St., Chicago 









Send me the Blue Book Library on 5 
day approval plan. If I like them I will 
send you $5—the special price for the 
3—or $2 each for any one or two I keep. 


Northern Trust Company, was 
elected vice president, and Howard 
M. Simms, manager and secretary 
of the Chicago Clearing House Asso- 
ciation, was re-elected secretary- 
treasurer. James R. Leavell, presi- 


dent of the Continental Illinois Na- 
tional Bank and Trust Company, 


and Bentley G. McCloud, executive 


vice president of the First National 
Bank, were named to the Executive 
Committee. 


1939 BANK CONVENTIONS 





National Associations 


Mar. 8-10—Regional Conference, 
A. B. A.—Waldorf-Astoria, New 
York City. 

April 23-26— Executive Council, 
A. B. A., The Homestead, Hot 
Springs, Va. 

April 27-28—Bankers Association 
for Foreign Trade, French Lick 
Springs Hotel, French Lick 
Springs, Ind. 

May 10-13—National Association of 
Mutual Savings Banks—Waldorf- 
Astoria Hotel, New York City. 

May 11-13—Eastern Regional Con- 
ference, National Association of 
Bank Auditors and Comptrollers 
—Hotel Astor, New York City. 

May 18-20—National Safe Deposit 
Advisory Council—San Francisco. 

June 5-9—American Institute of 
Banking—Pantlind Hotel, Grand 
Rapids, Mich. 

June 19-30—Graduate School of 
Banking, Rutgers University, New 
Brunswick, N. J. 

Sept. 11-14—Financial Advertisers 
Association—Toronto, Canada. 
Sept. 25-28—American Bankers As- 
sociation—Olympic Hotel, Seattle, 

Wash. 

Oct. 9-11—Morris Plan Bankers As- 
sociation, Westchester Country 
Club, Rye, N. Y. 


State Associations 
Alabama—Montgomery, May 11-12. 


Arkansas—Hotel Marion, Little 
Rock, May 23-24. 
California—Hotel del Coronado, 


Coronado, May 24-26. 


Colorado—Hotel Colorado, Glen- 
wood Springs, June 16-17. 
Delaware—Spring Meeting, Wil- 


mington Country Club, March 23. 
Delaware—Rehoboth Beach, Sep- 
tember (place and date tentative). 
District of Columbia—The Home- 
stead, Hot Springs, Va., June 8-11. 
Florida—Jacksonville, April 14-15. 
Georgia—Hotel De Soto, Savannah, 
June 8-9. 


Illinois—Pere Marquette Hotel, 
Peoria, May 25-26. 
Indiana—Claypool Hotel, Indian- 


apolis, May 3-4. 
Iowa—Hotel Fort Des Moines, Des 


Moines, June 5-7. 
Kansas—Topeka, May 10-12. 
Louisiana—Cruise on “Rotterdam” 

to Havana, Mar. 26-31. 
Maine—Poland Spring House, Po- 

land, June 23-25. 
Maryland—Hotel Traymore, Atlan- 

tic City, N. J., May 4-5. 
Massachusetts—New Ocean House, 

Swampscott, May 25-27. 
Michigan—Hotel Statler, 

June 19-21. 
Minnesota—St. Paul Hotel, St. Paul, 

June 14-16. 


Detroit, 


Mississippi—Buena Vista Hotel, 
Biloxi, May 9-10. 
Missouri—Elms_ Hotel, Excelsior 


Springs, May 8-10. 
Nebraska—Omaha—dates to be 
selected later. 
New Jersey—Ambassador 
Atlantic City, May 18-20. 
New Mexico—Hotel Clovis, Clovis, 
April 28-29. 
New York Chapter, A. I. B., Annual 
Meeting—May 9. 

New York—Cruise on “Manhattan” 
to Bermuda, May 25-30. 
North Carolina—Carolina 
Pinehurst, May 10-12. 
North Dakota—Grand Forks—dates 

to be selected later. 


Hotel, 


Hotel, 


Ohio—Commodore Perry Hotel, 
Toledo, May 18-19. 
Oklahoma—Oklahoma City, May 


4-5. 
Oregon—Place undecided, June 12- 
13. 
Pennsylvania—Hotel Traymore, At- 
lantic City, N. J., May 24-26. 
South Carolina—Poinsett Hotel, 
Greenville, May 9-11. 

South Dakota—St. Charles Hotel, 
Pierre, June 2-3. 

Tennessee—Chattanooga, date un- 
decided. 

Texas—Baker Hotel, Dallas, May 
16-18. 

Utah—Grand Canyon National Park, 
June 19-20. 

Vermont—Woodstock Inn, 
stock, June 9-10. 

Virginia—Cruise to Bermuda, leav- 
ing Norfolk May 14, returning 
May 19. 

West Virginia— Greenbrier Hotel, 
White Sulphur Springs, May 25- 
27. 


Wood- 
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Changes since Rand M°Nally Bankers Directory, Final 1938 Edition. 


Banks not previously reported indicatedjby a * 


NEW AND REOPENED INSTITUTIONS 


ESE Cree Re re Oey Wa ey BOING 556k 5k cde vs cdicsidenwussceeaeweaseneeeuted Total 32 
SN ENEING oie 'o:a:a.n-w.c' G0 we be Ceeedaccdceets po CEE rere ates crys ere ren ere Fen mie et Total 32 
BANKS REPORTED DISCONTINUED 
NY RAUINUIOUN a. ks sacca ces sctesssoene ee ES nr te BIN sido oie Sali d.cSse da carlecdeddueenduoseanas Total 66 
Through Merger or Consolidation.............. PN MI I 5 bd oS A cas ayadanecewdencadas iceasnaaureneets Total 16 
EE ON 6 sxc cose etcccan cvewennes SO CU ie ecards ocadagias cone sakweasankes wenn earn Total 30 
ST CNIS 6a, odo ecvenksavecduel pe BO OE eee rere errr Total 13 
Tle GOUNDE onc iio cin cewesweds FONE St CN GUle BUNUN To co cc cb sccedinccd Nees cokendacencncaues Total 125 
BRANCH BANKS REPORTED DISCONTINUED 
Through Liquidation ........ Jos ecccscececesess National 3; State 14; Other Institutions 1...... pitiiouverde ean . Total 18 
Through Merger or Consolidation............... UNE Sr IY Oia aa boe'c gu Nabe kkebnsdicuddcesdecedndidaseceneuee Total 4 
PE MOUS 66.iic cree Secvcudecenuwen Pe BE ink. oan ccecenccksauekiadcetantecenseavaiswaaaeiee Total 5 
ete CII nb os 0s ccavcasabesueedea National 6; State 20; Other Inetitutions 1. ....... 2... ccc cece ccccccccccces Total 27 
CHANGES IN TITLES AND/OR LOCATIONS 

I Crrccss ui yous sneew aaesematenerene National 6; State 20; Other Institutions 2...................0- cece cues Total 28 
CE C22 ciesbudcdededdeewcaranvacesacewauled National 8; State Give dadhdhatdcbaccaddedincnticnedacncacrsaseeasen Total 12 
ALABAMA of Los Angeles, Western-Second ated as branch with head office at 

Cuba Branch, Effective November 7, 1938, Crockett. Reported January 23, 1939) 

Meeks OF CubOe sc cccccccccessess 61-281 W. L. Rodman, Manager) Port Costa 


(Closed November 26, 1938. Turned 
over affairs to Supt. of Banks for 
liquidation) 

Gaylesville 

*Bank of Gaylesville............ 61-297 
area liquidation, December 31, 
1 


ARKANSAS 
Hampton 
Calhoun County Bank........... 81-353 
(Capital $25,000, Surplus and Profits 
$6,000. B. H. Wood, President, Searcy 
Harrell, Cashier. Change in location of 


Calhoun County Bank, Harrell. Effec- 
tive October 11, 1938) 

Harrell 
Calhoun County Bank........... 81-353 


(Moved to Hampton, October 11, 1938) 
Mount Pleasant 

Bank of Barren Fork.......... 81-560 
(In the Bankers Monthly of September 
19388 this bank was reported as enter- 
ing voluntary liquidation as of August 
1, 1938. Recent reports from bank 
advise us that the bank is still in 
business) 


CALIFORNIA 
Crockett 
. Fe, Serer rer 90-574 
(Capital: Common $120,000, Preferred 


A $106,200, Surplus and Profits $99,948. 
L. E. Hart, President, John F. Varni, 
Acting Cashier. Formerly Bank of 
Pinole, Branch of Pinole. Head Of- 
fice transferred from Pinole to Crockett 
and former head office at Pinole now 
operated as a branch. Reported Janu- 


ary 23, 1939) 

Crockett’ 

*Bank of Pinole, Branch of Pinole 
Fis bacttacccdstses eased sskcine 90-574 


(Now operated as head office and 
former head office at Pinole operated 
as a branch. Reported January 23, 
1939) 
Los Angeles 
Citizens National Trust & Savings 
Bank of Los Angeles, Western-Second 
CE citecabage ds eneuacee bake 16-89 
(Changed title and location to West- 
ern-Third Branch, 273 South Western 
Avenue, November 17, 1938) 
Los Angeles 
Citizens National Trust & Savings 
Bank of Los Angeles, Western-Third 
TS «dp adkweddwk oe.b hbk bed eh 16-89 
(Change in title and location of Citi- 
zens National Trust & Savings Bank 


March, 1939 


Los Angeles 
Security-First National Bank of Los 
Angeles, Main & Washington ery 
PTTUTITTTTTITTI TTT TTT rr -24 
(Consolidated with Broadway & Olym- 
pia Branch, November 12, 1938) 
Los Angeles 
Security-First National Bank of Los 
Angeles, Ninth & San Pedro ase 
(Business transferred to Broadway & 
Olympic Branch, August 27, 1938) 
Los Angeles 
Security-First National Bank of Los 
Angeles, Sixth & bbeaereces Branch 
06666 Une edEeeeeewnedsteeasia - 16-273 
(Consolidated with “Ambassador 
Branch, November 12, 1938) 
Napa 
Bank of America National Trust & 
Savings Assn., First National ae 
(R. L. Brown, Manager. Formerly Bank 
of America National Trust & Savings 
Assn., Napa County Branch which 
changed title after First National 
Bank was taken over and consolidated 
with this branch under new title. 
Effective October 22, 1938) 


Napa 
Bank of America National Trust & 


Savings Assn., Napa County ae 
(Changed " 'titie “to " First ' National 


Branch, October 22, 1938, after First 
National Bank was taken over and 
consolidated with them) 
Napa 

First National Bank............ 90-228 
(Taken over by Bank of America Na- 
tional Trust & Savings Assn., San 
Francisco, October 22, 1938, and con- 
solidated with their Napa County 
Branch, Napa, which is now known as 
First National Branch) 


Newman 
American Trust Company, Newman 
Branch of San Francisco....... 90-944 


(Discontinued October 15, 1938. Busi- 
ness consolidated with Modesto Branch, 
Modesto) 

Pinole 

SBamk Of Pimoele. ...cccccsccccess 90-648 
(Now operated as a branch and head 
office moved to Crockett. Reported 
January 23, 1939) 

Pinole 

*Bank of Pinole, Branch of oon 
(Formerly operated as the head office 
with branch at Crockett. Now oper- 


Bank of Pinole, Branch of Pinole 
ébcdebeednseeedeteeacencece -+.-90-1115 
(Business transferred to branch at 
Crockett, November 14, 1938) 
Riverside 


Metropolitan Trust Company of Cali- 
fornia, Riverside Branch of Los An- 
ee PO errr 90-128 
fGlosed “August 1, 1938) 

San Diego 


Poy Title Insurance and Trust Com- 


capital $700,000, Surplus and Profits 
$603,732. James D. Forward, President, 
A. G. Reader, Treasurer. Merger of 
Union Title Insurance Company and 
Union Trust Company. Effective De- 
cember 31, 1938) 

San Diego 

*Union Trust Company........... 90-62 
(Merged with Union Title Insurance 
Company December 31, 1938 under title 
of Union Title Insurance and Trust 
Company) 

San Francisco 

*Bank of America National Trust & 
Savings Assn., Treasure Island =< 
(D. A. Currie, Manager. Opened Janu- 


ary 16, 1939. Temporary office. Will 
be open only for the duration of the 
Exposition) 

Vernon 


Bank of America National Trust & Sav- 
ings Assn., Santa Fe and Forty-ninth 
Branch of Bank of America National 
Trust & Savings Assn., — Francisco 
(Opened September "123; 
Huston, Manager) 


“1938. Ww. 8. 


COLORADO 
New Castle 
New Castle State Bank......... 82-278 
ico liquidated December 10, 


FLORIDA 
Jacksonville Beach 
The Jacksonville Beach Bank. ..63-535 
(Capital $25,000, Surplus $5,000. Fred 


C. Allen, President, John S. Pyatt, 
Cashier. Opened September 10, 1938) 
GEORGIA 


Cordele 
First National Bank in Cordele. 64-1154 
(Changed title to First State Bank in 
Cordele, January 1, 1939) 
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Cordele 
First State Bank in Cordele.. 
(Capital $50,000, 
$19,000. W. 


- 64-1154 

Surplus and Profits 

B. Haley, President, C. C. 
Shearer, Cashier. Change in title of 
First National Bank in Cordele, 
January 1, 1939) 

Darien 
The Industrial Bank (Private Bank— 
Not Incorporated)............. 64-1189 
Capital $15,000. Paul J. Varner, Presi- 


dent, O. Foxworth, Cashier. Opened 
in May 1938) 

Davisboro 
Peoples Banking Company at Hers 


(Cash resources $2,500. H. C. O’Neal, 
Owner and Cashier. Opened August 20, 
1938) 

Donalsonville 
Commercial Bank (Private)....64-1147 
(Converted to Commercial State Bank, 
December 16, 1938) 


Donalsonville 
Commercial State Bank........ 64-1147 
(L. R. Robinson, President, D. F. 
Wurst, Cashier. Conversion of Com- 


mercial Bank (Private), December 16, 
1938) 


Dougias 
The Exchange Bank (Private Bank) 
ee ye ee ee ee tere Ter 64-1190 
(C. A. Summerlin, President, M. E. 


Belger, Cashier. 
1938) 

Eton 
eR ccecceu aes cwuemae 64-598 
(Closed October 12, 1938 and consoli- 
dated with Cohutta Banking Co., 
Chatsworth) 

St. Marys 
The Bank of Camden County... .64-803 
(Consolidated with State Bank of 
Kingsland, Kingsland, December 21, 
1938) 

Vidalia 
Brice Banking Company....... 64-1132 
(Capital $25,000, Surplus and Profits 
$15,000. M. F. Brice, President, G. H. 
Gibson, Cashier. Formerly Brice Bank- 
ing Company (Private) Incorporated as 
a state bank October 29, 1938) 


Opened December 15, 


HAWAII 

Olaa 

*Bishop National Bank of Hawaii at 
Honolulu, Olaa Branch of Honolulu... 
(Discontinued. Reported February 3, 
1939) 

Pahoa 

*Bishop National Bank of Hawali at 
Honolulu, Pahoa Branch of Honolulu 


(Discontinued. Reported February 3, 

1939) 
ILLINOIS 

Annapolis 
First National Bank........... 70-1768 
(Voluntary liquidation September 14, 
1938. Absorbed by The Second Na- 
tional Rank of Robinson, Robinson, 

Belle Prairie 

*Farmers State Bank........... 70-1710 
(Voluntary liquidation January 3, 
1939) 

Chicago 

*The South Shore National Bank of 
Chicago, 7054 Jeffery Ave........ 2-422 
(Capital $200,000, Surplus $50,000. 
Walter J. Riley, -President, E. A. 


Delaney, Cashier. Opened January 21, 
1939) 

Coatsburge 
Coatsburg State Bank ......... 70-1229 
(Liquidating. Ceased taking deposits 


September 1, 1938) 

Collison 

*Peoples State Bank............ 70-1231 
(Voluntary liquidation December 10, 
1938) 

Earlville 

National Bank of Earlville... .70-2152 
(Capital $50,000, Surplus and Profits 
$15,000. E. W. Malley, President, W. 
Howard Duckels, Cashier. Opened 
December 3, 1938) 

Good Hope 
Good Hope State Bank......... 70-1322 


(Absorbed by Union National Bank, 
Macomb, October 20, 1938) 


Greenville 
*First National Bank in Cent 
(Capital: ‘Common $50,000. Preferred 


$50,000, Surplus and Profits $37,000. John 
D. Biggs, President, G. J. McCune, 
Cashier. Conversion of State Bank of 
Hoiles & Sons, January 24, 1939) 

Greenville 

*State Bank of Hoiles & Sons....70-502 
(Converted to First National Bank in 
Greenville, January 24, 1939) 
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Heyworth 
*Heyworth State Bank.......... 79-988 
(Voluntary liquidation December 1938) 
Highland 
The Highland National Bank... 
(Capital $75,000, Surplus and Profits 
$65,000. J. G. Bardill, President, O. M. 
Streiff, Cashier. Conversion of State & 
Trust Bank, January 9, 1939) 
Highland 
Mente & Tree WARE <0 0 ccscscces 70-543 
(Converted to The Highland National 
Bank, January 9, 1939) 
McLean 
McLean State Bank & Trust Comonny 
ced CeUOD SEAN Osean eensanS shen 64 70-144 
(Liquidation completed. Charter sur- 
rendered before January 1, 1939) 
Tilden 
ere BORG TORRE 606k bec ecnece 70-1623 
(In liquidation October 3, 1938. To be 
completely turned over on a Trust 


70-543 


Agreement) 

Toulon 
Charles P. Dewey & Sons, Bankers 
LcecPAhes dA bene ee mas oka e aaa 70-797 


(Voluntarily liquidated. Reported Jan- 
uary 6, 1939) 

Wapella 
Farmers & Merchants Bank....70-1061 
(Liabilities assumed by Dewitt County 


National Bank, Clinton, November 3, 
1938) 
INDIANA 
Coal City 
Farmers & Merchants Bank, Branch 
OR re rr rr 71-1178 


(Discontinued September 17, 1938) 
Crandall 

Harrison County Bank, Branch of 

OD « 5-0'5004. <n kbb'6 0006 6 enue 71-1172 

(Naomi Crosby, Manager. Succeeded 

Harrison County Bank (Private), Sep- 


tember 10, 1938) 
Crandall 

Harrison County Bank (Private) 
PPPOE LETT OR ee Te TT ere 71-1172 


(Sold to Harrison County Bank, Pal- 

myra (new) September 10, 1938, which 

bank now has a branch at Crandall) 
Leipsic 

Farmers State Bank........... 71-1183 

— liquidated December 30, 

1 


Muncie 

*Merchants Trust & Savings ene oe | 
Cee eee eee ere eee ee eee eeeeeeeeeee 41-098 
(Changed title to Merchants Trust 
Company, January 12, 1939) 

Muncie 

*Merchants Trust Company ...... 71-69 


(Capital $225,000, Surplus and Profits 
$156,000. F. D. Rose, President, R. 
Isenbarger, Treasurer, Change in title 
of Merchants Trust & Savings Com- 
pany, January 12, 1939) 


Palmyra 
Harrison County Bank (new state 
errr errr. 17-1303 


(Capital $25,000, Surplus $6,250. Wal- 
ter H. Fisher, President, Carl Fellmy, 
Cashier. Opened September 10, 1938) 
Stilesville 
*Citizens State Bank........... 71-918 


(Voluntary liquidation January 20, 
1939) 

Trafalgar 
Union Trust Company, Trafalgar 
Branch of Franklin .......00- 71-1304 
(Laurence Carper, Manager. Opened 
October 13, 1938) 

Winchester 
Randolph County Bank ........ 71-376 


(Charter expired. Assets purchased 
and liabilities assumed by The Ran- 
rT test Pt fermi Bank (new), September 


Winchester 
The Randolph County Bank..... 71-376 
(Capital $50,000, Surplus $30,000. E. S. 
Goodrich, President, A. Smith. 


Cashier. Purchased assets and assumed 
liabilities of the old Randolph County 
Bank whose charter expired) 


IOWA 
Agency 
First Bank & Trust Company, Office of 
EE errr rr 
(Discontinued) 
Dyersville 
Watted Biante BRR. ...cccccsvce 72-483 
(Entered voluntary liquidation Octo- 
ber 14, 1938) 
Fremont 
First Bank & Trust Company, Office of 
CRSING.. oo cnn0 0600555450005 400% 608 
(Discontinued September 10, 1938) 
Lacona 
Peoples Trust & Savings Bank, Office 
OF FON 6 66:65:50 Cec cecsvevecesneds 





(Charles Thomason, Manager. Opened 
November 14, 1938) 

Lacona 

State Bank of Lacona.......... 72-958 
(Entered voluntary liquidation Noy. 
vember 14, 1938) 

Lake City 

*Lake City State Bank......... 72-2156 
(Capital $25,000. W. E. Scott, Presi. 
dent, Walter Jacobs, Cashier. Bought 
out old Lake City State Bank, 


Janu- 
ary 6, 1939) 
Lake City 
*Lake City State Bank ........ 72-2156 
(Bought out by new Lake City State 


Bank, January 6, 

Lorimor 
Commercial State Bank, Lorimor Office 
OE DOCG i i. o.n0050s 60690605 00605006660mr 
(B. D. Rusk, Manager. Opened Decem.- 
ber 10, 1938) 

Milo 
Peoples Trust & Savings Bank, Office 
GE TRCN 6 6. 85500666. 0th ee set ecsic 
(Reported November 26, 1938) 

New Virginia 
Norwalk-Cumming State Bank, New 
Virginia Office of Norwalk........... 
(F. A. Felton, Assistant Cashier and 
Office Manager. Opened September 1, 
1938) 

Orchard 

SHCACS GAVIMMS TARE. ccc ccccaces 
(Voluntary liquidation. 
ruary 6, 1939) 

Orient 
Farmers and Merchants State Bank, 
CHICO GE Withers oocc0c0cscceeceséns 
(Opened August 15, 1938. J. F. Kingery, 
Manager) 


1939) 


72-1510 
Reported Feb. 


ty) 
a Hill Savings Bank, Oto Of- 
WE -disneescasibeaeotedenneceeanseeneel 
(Certificate issued August 22, 1938. 
Gpease September 3, 1938, Marion Mills, 
gr. 

St. Charles 
Farmers and Merchants State Bank, 
OMS GE WiRteTOs occ ccccesscecscccns 
(H. A. Mueller, Manager. Opened 
August 15, 1938) 

Salix 
Morningside Savings Bank, Salix Office 
of Sioux City...... 2 0060 6606500660 4008 
(Opened September 17, 1938. K. A 
Scheibe, Manager) 

Slifer (Gowrie P. O.) 
Security Savings Bank, Office of Farn- 
p | i PPrrrvrrerrTerrrrrreris 
(Closed October 11, 1938) 

West Des Moines 
Valley Junction Savings Bank...72-335 
(Changed title to West Des Moines 
State Bank, September 1, 1938) 

West Des Moines 
West Des Moines State Bank... .72-335 
(Capital $25,000, Surplus $5,000. J. &. 
Compton, President, A. M. Compton, 
Cashier. Change in title of Valley 
Junction Savings Bank, effective Sep- 
tember 1, 1938) 

Winterset 
Farmers & Merchants National Rs 
(Converted to Farmers and Merchants 
State Bank, August 11, 1938) 

Winterset 
Farmers and Merchants State = 
(Capital $80,000, Surplus and Profits 
$21,330. E. E. Drake, President, N. E. 
Kelley, Cashier. Opened August 11, 
1938. Conversion of Farmers & Mer- 
chants National Bank) 


KANSAS 
Garland 
Bleme State DAEs «csc cccisseses 83-841 
(Business transferred to Citizens Na- 
tional Bank, Fort Scott, December 23, 
1938) 


Holton 
Denison State Bank............ 83-803 
(Capital $30,000, Surplus $15,000. 


Change in location of Denison State 
Bank, Denison. Effective January 3, 
1939) 

Hutchinson 
Exchange National Bank........ 83-20 
(Assets purchased and deposit liabili- 
ties assumed by American National 
Bank, October 29, 1938) 

Hutchinson 

*Fontron Loan & Trust Company. .83-23 
(Closed December 1, 1938) 


Narka 
State Bank Of Narka. ....e-cces 83-955 
(Voluntarily liquidated November 19, 
1938) 

Prairie View 
First National Bank............ 83-998 
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(Voluntary liquidation October 15, 1938. 
Absorbed by First National Bank, 
Logan) 

Wichita 

*First Trust Co. of Wichita 
(Discontinued trust business January 
1, 1939. Will hereafter be a mortgage 
loan company under title of The Clapp 
Mortgage Company, Incorporated) 


KENTUCKY 


Carrsville 

Farmers Bank & Trust 
Agency of Marion 
(Closed October 1, 1938) 

Flemingsburg 

*Deposit Bank of Pearce, Fant & Com- 
pany 73-277 
(Consolidated with Fleming County 
Farmers Bank, January 3, 1939, under 
title of Farmers-Deposit Bank of 
Pearce, Fant & Company) 

Flemingsburg 

*Farmers-Deposit Bank Pearce, 
Fant & Company 73-277 
(Capital $100,000, Surplus and Profits 
$110,000. Clyde I. Garr, President. 
E. V. Hall, Cashier. Consolidation of 
Deposit Bank of Pearce, Fant & Com- 
pan and Fleming County Farmers 
Bank. Effective January 3, 1939) 

Flemingsburg 

*Fleming County Farmers Bank.73-276 
(Consolidated with Deposit Bank of 
Pearce, Fant & Company, January 3, 
1939 under title of Farmers-Deposit 
Bank of Pearce, Fant & Company) 

Lockport 

Bank of Lockport ooo. 73-538 
(Went into hands of State Banking 
Department for liquidation on October 
11, 1938) 

London 

Farmers State Bank 
(Placed its affairs in the hands of the 
State Banking Department for liquida- 
tion December 21, 1938) 

Utica 

Utica Deposit Bank 

(Placed its affairs in the hands of the 
Division of Banking for liquidation on 
November 2, 1938) 


Company, 


MARYLAND 

Cordova 

*Hillsboro-Queen Anne Bank, Branch 
of Hillsboro 65-243 
(Discontinued January 21, 1939 when 
the head office at Hillsboro consoli- 
dated with Liberty Bank, Easton) 

Hillsboro 

*Hillsboro-Queen Anne Bank....65-168 
(Consolidated with Liberty Bank, 
Easton January 21, 1939 and operated 
as Liberty Bank, Hillsboro-Queen 
Anne Branch of Easton) 

Hillsboro 

*Liberty Bank, Hillsboro-Queen Anne 
Branch of Easton 65-168 
(H. P. Flowers, Assistant Cashier. 
Opened January 21, 1939) 


MASSACHUSETTS 

Boston 

*National Rockland Bank 

(Changed title to The National Rock- 
land Bank of Boston, January 13, 
1939) 

Boston 

*The National Rockland Bank of Bos- 
ton 5-109 
(Capital $1,500,000, Surplus and Profits 
$2,863,607. Robert B. Rugg, President, 
Harrie I. Brett, Cashier. Change in 
title of National Rockland Bank, Jan- 
uary 13, 1939) 

Lynn 

National City Bank 

(Deposit liability assumed by Essex 
Trust Company, December 3, 1938) 


MICHIGAN 
Allegan 
Allegan State Bank 
(Capital $80,000, Profits $29,000. A 
De Lano, President, H. E. Vaupell. 
Cashier. Change in title of Allegan 
State Savings Bank. Effective October 


Allegan 
Allegan State Savings Bank....74-311 
(Changed title to Allegan State Bank, 
October 5, 1938) 

Allegan 
First State Bank 7 
(Consolidated with Allegan State Bank, 
October 8, 1938) 

Battle Creek 
City National Bank & Trust Company 


March, 1939 


(Changed title to First National Bank 
of Battle Creek, December 1, 1938) 
Battle Creek 
First National Bank of Battle oe 
ee 4- 
(Change in title of City National Bank 
& Trust Company, December 1, 1938) 
Bear Lake 
*Citizens Bank (Private) 
(Closed February 1, 1939) 
Birmingham 
Wabeek State Bank 
(Merged with the Wabeek State Bank 
of Detroit, Detroit, August 31, 1938,, 
which bank now operates a branch at 
Birmingham) 
Birmingham 
Wabeek State Bank of Detroit, Bir- 
mingham Branch 74-1175 
(Opened August 31, 1938. Frank E. 
Quisenberry, Manager. Succeeded 
Wabeek State Bank which merged 
with the Wabeek State Bank of De- 
troit, Detroit) 
Detroit 
Wabeek State Bank of Detroit... .9-90 
(Capital $1,200,000, Surplus Account 
$300,000. Merger of Wabeek State 
Bank, Birmingham, and branch at 
Ferndale with Wabeek State Bank of 
zen. Detroit. Effective August 31, 
Dowagiac 
*Lee State Bank 
(Voluntary liquidation January 10, 
1939) 
Ferndale 
Wabeek State Bank, Branch of Bir- 
mingham 74-1182 
(Through merger, August 31, 1938, 
with the Wabeek State Bank of De- 
troit, this branch changed to Wabeek 
State Bank of Detroit, Branch of 
Detroit) 
Ferndale 
Wabeek State Bank of Detroit, Fern- 
dale Branch of Detroit 71-1182 
(Opened August 31, 1988. J. H. Helli- 
well, Manager. Succeeded Wabeek 
State Bank, Branch of Birmingham) 
Henderson 
‘Farmers State Bank 
(Went into voluntary liquidation Nov- 
vember 7, 1938) 
Marshall 
Commercial Savings Bank 74-288 
(Will discontinue business January 1, 
1939. Liabilities and assets will be 
taken over by First National Bank 
in Marshall) 
Nashville 
*City National Bank & Trust Company, 
Nashville Branch of Battle Creek 
74-1193 
(Changed title to First National Bank 
of Battle Creek, Nashville Branch of 
Battle Creek, December 1, 1938) 
Nashville 
*First National Bank of Battle Creek, 
Nashville Branch of Battle Creek 


(Frank Boies, Manager. Change in 
title of City National Bank & Trust 
Company, Nashville Branch of Battle 
Creek. Effective December 1, 1938) 

Rockland 
First National Bank 
(Voluntarily liquidated December 1, 
1938) 

Sanford 

*Bank of Sanford of C. H. Macomber 
(Private) 
(In liquidation Jaunary 2, 1939) 

St. Johns 

Clinton County Savings Bank. ..74-316 
(Consolidated with The St. Johns Na- 
tional Bank, October 31, 1938, under 
title of The St. Johns National Bank) 

Sterling 

Sterling Bank, (Private) 
(Closed September 29, 1938) 

Sunfield 

*Union Bank, Sunfield Office of Lake 
Odessa ««-7t-1197 
—e— Reported January 12, 
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MINNESOTA 


Faribault 

*Faribault State Bank & Trust Com- 
pany 75-55 
(To change title to The State Bank of 
Faribault, March 1, 1939) 

Faribault 

*The State Bank of Faribault....75-55 
(Capital $50,000, Surplus and Profits 
$34,000. John Carlander, President, 
Ray Meyer, Cashier. Change in title 
of Faribault State Bank & Trust Com- 
pany. To become effective March 1, 
1939) 


yraceville 
First National Bank 
(Converted to The First State Bank of 
Graceville, October 31, 1938) 
Graceville 
The First State Bank of Graceville 
(Capital $25,000, Surplus and Profits 
$18,000. R. J. McRae, President, G. 
McRae, Cashier. Conversion of First 
National Bank, October 31, 1938) 
Hewitt 
First State Bank 
(Closed by Board of Directors Septem- 
ber 2, 1938, because of defalcations) 
Jackson 
Jackson State Bank 
(Capital $25,000, Surplus and Profits 
$7,500. Roy E. Trunk, President, Anton 
C. Geiger, Cashier. Change in title and 
location of Farmers State Bank, Wil- 
mont. Effective October 3, 1938) 
Madison 
State Bank of Madison 
(Capital $25,000, Debentures $15,000, 
Surplus and Profits $7,000. M. A. An- 
derson, President, Olaf T. Mork, Cash- 
ier. Change in title and location of 
State Bank of Milan, Milan. Effective 
October 22, 1938) 
Milan 
State Bank of Milan 
(Changed title and location to State 
Bank of Madison, Madison, October 22, 
1938) 
Preston 
First National k 
(Closed January 5, 1939. Now in the 
hands of the Federal Deposit Insur- 
ance Corporation as Receiver) 
Wheaton 
First National Bank in Wheaton 75-295 
(Converted to The First State Bank of 
Wheaton, October 31, 1938) 
Wheaton 
The First State Bank of wheates 
(Capital $25,000, Surplus and Profits 
$12,000. F. W. Murphy, President, K. I. 
Kristensen, Cashier. Conversion of 
First National Bank in Wheaton, Octo- 
ber 31, 1938) . 
Wilmont 
Farmers State Bank 75-1067 
(Changed title and location to Jackson 
State Bank, Jackson October 3, 1938) 


MISSISSIPPI 


Fayette 
Peoples Bank & Trust Company. 85-520 
(Entered liquidation December 30, 
1938) 


Rienzi 

*Peoples Bank & Trust 
Branch of Tupelo 85-382 
(Closed and transferred to Saltillo 
Branch, December 29, 1938) 


Company, 


MISSOURI 


Bellflower 
Bank of Bellflower 
(Merged with First National 
Montgomery City, November 5, 1938) 
Blodgett 
Blodgett Bank 
(Changed title and location to Oran 
State Bank, Oran, October 31, 1938) 


Fayette 
Fayette Bank 
(Closed by order of Board of Directors 
November 3, 1938) 


Long Lane 
First State Bank 
(Purchased by Bank of Buffalo, Buf- 
falo, October 29, 1938) 


Lupus 
Bank of Lupus 
(Taken over by Bank of Jamestown, 
Jamestown, November 1, 1938) 


Madison 
Farmers & Merchants Bank 80-640 
(Placed in hands of Commissioner of 
Finance, August 17, 1938) 


Mayview 
Farmers Bank 80-1095 
(Taken over by Bank of Higginsville, 
Higginsville, September 3, 1938) 


Newtown 

*Farmers Bank 
(Closed by order of 
Directors, February 2, 1939) 


Oran 
Oran State Bank 
(Capital $25,000, Surplus $5,000. 
B. Lucas, President, Geo. W. Pearman, 
Cashier. Change in title and location 
of Blodgett Bank, Blodgett, October 31, 
1938) 
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St. Louis 
*Northwestern National 
(Capital $500,000. John P. 
President, C. H. Lakebrink, Cashier. 
Charter issued February 1, 1939. Con- 


TT ere 4-53 


version of Northwestern Trust Com- 
pany) 

St. Louis 
*Northwestern Trust Company..... 4-53 


(Chartered as Northwestern National 


Bank, February 1, 1939) 

Sullivan 
RS ee ree 80-531 
(Merged with Bank of Sullivan Janu- 
ary 1, 1939) 

NEBRASKA 

Madrid 

Farmers State Bank........... 76-1343 


(Capital $10,000, Surplus $2,500. E. E. 


Jackman, President, F. W. Jackman, 
Cashier. Opened October 24, 1938) 
Madrid 
State Bank of Madrid......... 76-1310 
(Voluntary liquidation November 19, 
1938) 
Osmond 
Osmond State Bank........... 76-1342 
(Capital $10,000, Surplus and Profits 


$3,000. J. B. Adkins, President, Alfred 
seen” Cashier. Opened November 1, 


Palmer 
Palmer State Bank............. 76-533 
(Voluntary liquidation December 6, 
1938) 

Palmer 
EE a re ee 76-1344 


(Capital $10,000, Surplus and Profits 
$4,000. T. G. Dinsdale, President, O. 
C. Wright, Cashier. Opened December 
3, 1938) 

Rockville 
Farmers State Bank .......... 76-1258 
(Voluntary liquidation August 26, 1938, 
paying all depositors in full) 

Wood Lake 
Bank of Wood Lake........... 76-1341 
(Opened October 8, . Capital 
$25,000, Surplus $5,000. C. J. Abbott, 
President, Elmo Gardiner, Cashier) 


NEVADA 
Reno 
*The Security National Bank of Reno 
Ee ere eT ee Te eee rer Te eT eT eee 94-9 
(Capital $100,000. Walter J. Tobin, 


President, W. E. Butler, Cashier. Char- 
ter issued January 18, 1939) 


NEW HAMPSHIRE 


Manchester 
Peoples Savings Bank ............ 54- 


8 
ss liquidation as of October 1, 


NEW JERSEY 


Clayton 
Clayton Title & Trust Company.565-624 
(Voluntary liquidation August 31, 1938) 

Paterson 

— yo Rg | eee 55-69 
(Became a branch of United States 
Trust Company, January 10, 1939) 

Paterson 

*Riverside Trust Company........ 55-70 
(Became a branch of United States 
Trust Company January 10, 1939) 

West Collingswood (Camden P. O.) 
*First National Bank of Collingswood 


tea RoeeheShhi ot hdsaaek keane ae 55-505 
(Change in title of Memorial Na- 
tional Bank of Collingswood, Feb- 


ruary 1, 1939) 

West Collingswood (Camden P. 0.) 
*Memorial National Bank of Collings- 
SE: Gheciek sab sksasvede ders ee ee 55-505 
(Changed title to First National Bank 


of Collingswood, February 1, 1939) 
NEW YORK 
Bainbridge 
Piret Peatiomal Bank... ...cccceocs 50-658 


(Consolidated with National Bank & 
Trust Company, Norwich, December 19, 
1938, which bank now operates an 
office in Bainbridge) 

Bainbridge 
National Bank & Trust Company, Bain- 
bridge Office of Norwich.............. 
(Opened December 19, 1938) 

New York City 
Citizens Savings Bank, Branch at 570 
tt Ci «cicseudces000cdea000 
(To open about December 27, 1938) 
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New York 
Banco Nacional de Nicaragua, 
Agency of Managua, Nicaragua....... 
(Discontinued. Reported December 30, 
1938) 


New York 
*Bank Polska Kasa Opieki, Spolka 
Akcyjna, Agency of Warsaw, Poland 


(License issued October 27, 1938) 

Roosevelt 
First National Bank.......... 50-1041 
(Merged with Nassau County National 
Bank, Rockville Centre, November 26, 
1938, which bank now operates a 
branch at Roosevelt) 

Roosevelt 
Nassau County National Bank, Roose- 
velt Branch of Rockville Centre...... 
(W. H. Lyon, Manager, Opened Nov- 
ember 28, 1938) 

Saranac Lake 
Adirondack qeeeweee Bank & Trust 
Company ..... ee eecccee + -B0-444 
(Capital: Common $100, 000, Preferred 
$130,000, Surplus and Profits $120,000. 
John R. Freer, President, G. H. La Pan, 
Cashier. Merger of Adirondack Na- 
tional Bank & Trust Company and 
Saranac Lake National Bank. Effec- 
tive September 24, 1938) 

Saranac Lake 
Saranac Lake National Bank... .50-445 
(Merged with Adirondack National 
TT & Trust Company, September 24, 


NORTH CAROLINA 
Asheville 
*The Bank of Asheville (Morris Plan 


DLE. “bvhactesens ease Mameeeawe 66-798 

(Capital: Common $50,000, Preferred 

$25,000, Surplus and Profits $13,000. 

Philip Woo!lcott, President, Perry C. 

Tomlin, Cashier. Change in title of 

Morris Plan Bank, January 7, 1939) 
Asheville 


First National Bank & Trust Company 
in Asheville, West Asheville Branch, 
78S EARP WOOR TONG sc ccccecccsvcescess 
(H. M. Felder, Manager. Opened Jan- 
uary 3, 1939) 

Asheville 

Piiereis TPIAR DAME. 6 < isk csiccscas 66-798 
(Changed title to The Bank of Ashe- 
ville, January 7, 1939) 

Fayetteville 
Fayetteville Industrial Bank ......... 
(Capital $40,000, Surplus $20,000. W. H. 
Marsh, President, Allen C. Bell, Cash- 
ier. Opened November 1, 1938) 

Kenansville 
Branch Banking & Trust Co., Tellers 
Window Of WROD ccccccsccccccscece 
(Opened October 18, 1938) 

Kenly 

*Lucama Bank, Depository of Lucama 
(Changed title to The Lucama-Kenly 
Bank, January 11, 1939) 

Kenly 

*The Lucama-Kenly Bank, Depository 
EPP ere ee ee 
(Change in title of Lucama Bank, De- 
pository of Lucama. Effective January 
11, 1939) 

Lucama 

| Ee ere eee 66-593 
(Changed title to The Lucama-Kenly 
Bank, January 11, 1939) 

Lucama 

*The Lucama-Kenly Bank 
(Capital: 


ove 66-593 

Common $20,000, Preferred 
$8,000, Surplus and Profits $23,000. 
I. W. Lamm, President, S. E. High, 
Cashier. Change in title of Lucama 
Bank. Effective January 11, 1939) 

Taylorsville 
Merchants & Farmers Bank....66-655 
(Taken over by The Northwestern 
Bank, North Wilkesboro, December 17, 


1938, which bank now operates an 
office at Taylorsville) 

Taylorsville 
The Northwestern Bank, Office of 
North Wilkesboro.............. 66-655 


(S. E. Little, Cashier. Succeeded Mer- 
chants & Farmers Bank, December 19, 
1938) 

Winton 
Bank of Gates, Tellers hemscnaretd Branch 
of Gatesville ... awa -923 
(Opened September 1, "1938. “Miss Mary 
Brady, Manager. Succeeded Farmers 
Bank of Sunbury, Tellers Window 
Branch of Sunbury which was sold to 
Bank of Gates, Gatesville) 

Winton 
Farmers Bank of Sunbury, Tellers 
Window Branch of Sunbury.....66-923 
(Sold to the Bank of Gates, Gatesville, 
which bank now operates a tellers 
window branch at Winton. Effective 
September 1, 1938) 


NORTH DAKOTA 


Anamoose 
Farmers State Bank........... 77-154 
(Closed by order of Board of Directors 
November 26, 1938) 


Carpio 
First National Bank........... 77-395 
(Voluntarily liquidated December 1, 
1938) 

Cooperstown 
First National Bank in Cooperstown 


ecceccccccccccccccsescese 77-109 
(Voluntary liquidation. Succeeded by 
First State Baak of Cooperstown, Sep- 
tember 1, 1938) 

Cooperstown 
First State Bank 


Cee eee eee eee eee eee eeeeeeees 


seeeee 


of Cooperstown 

77-109 
(Opened September 1, 1938. Succeeded 
First National Bank in Cooperstown 
which will go into voluntary liquida- 
tion) 

Flaxton 

First Bank of Flaxton ......... 77-341 
(Closed by Board of Directors August 
31. 1938) 

Landa 

*First International Bank....... 77-634 
(Closed by order of Board of Direc- 
tors February 1, 1939) 


Medora 

Stockmen’s State Bank......... 77-658 
(Closed by Board of Directors Sep- 
temher 24, 1938) 

Reynolds 

*State Bank of Reynolds........ 77-264 
(Voluntary liquidation January 28, 
1939. Deposit liability assumed by 


First State Bank of Buxton, 
Scranton 

*Bank of Scranton 

(Closed January 16, 1939) 
Starkweather 

The first State Bank of Munich, Paying 

and Receiving Station of Munich....., 

(Opened December 8, 1938) 


Buxton) 


Starkweather 
State Bank of Starkweather... .77-410 
(Voluntarily liquidated December 8, 
1938) 
OHIO 
Cincinnati 


Western Bank & Trust Company, Fifth 
WRIMUE QCUNCO ccccccccccccsescesecss 
(Discontinued October 1, 1938) 

Tipp City 
Tipp- Citizens National Bank... .56-609 
(Name of town changed from Tippe- 
canoe City to Tipp City) 

Toledo 
The National Bank of Toledo...... 56-1 
(Voluntary liquidation October 1, 1938. 
Absorbed by The Commerce Guardian 


Bank) 

Wellsville 
Potters Bank & Trust Co., Wellsville 
Branch of East Liverpool...... 56-1386 


(William L. Branch, Manager. To open 
in December) 


OKLAHOMA 


Bradley 
Firat State BARK. .ccccsccccccece 86-988 
(Moved to Cement under same title, 
November 21, 1938) 

Cement 
Pivret Btate Baek... .-ccccsccese 86-988 
(Capital $10,000, Surplus $2,000. W. C. 
Wright, President, Sallie Hambrick, 
Cashier. Change in location of First 
State Bank, Bradley, November 21, 
1938) 

Chickasha 

*Citizens-Farmers National Bank. 86-46 
(Changed title to The First National 
Bank in Chickasha, February 1, 1939) 

Chickasha 

*The First National Bank in Chichas® 
(Change in title of Citizens-Farmers 
National Bank, February 1, 1939) 

Okemah 
First National Bank........... 86-308 
(Merged with Okemah National Bank, 
November 1, 1938) 


OREGON 


Powers 
ee OE PONG 66.5 6s 6 acedio nda 96-213 
(Changed title and location to Bank 
of Sweet Home, Sweet Home, January 
3, 1939) 

Sweet Home 
Bank of Sweet Home........... 96-213 
(Capital $20,000, Surplus $5,000. Change 
in title and location of Bank of 
Powers, Powers, January 3, 1939) 
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PENNSYLVANIA 


Boiling Springs 

Boiling Springs State Bank... .60-1615 
(Deposit liabilities taken over by Car- 
lisle Deposit Bank & Trust Company, 
Carlisle, December 17, 1938) 

Bolivar 

*Bolivar National Bank 

(Going out of business. Voluntary 
liquidation as of February 1, 1939) 

New Cumberland 

New Cumberland Bank 
(Capital: Common $45,000, Preferred 
$60,000. Surplus and Profits $24,100. M 
A. Hoff, President, J. E. Brucklacher, 
Cashier. Merger of New Cumberland 
National Bank and New Cumberland 
aD Company. Effective December 23, 
1 

New Cumberland 

New Cumberland National Bank 


(Merged with New Cumberland Trust 
Company under title of New Cumber- 
land Bank, December 23, 1938) 

New Cumberland 

New Cumberland Trust Company... 

60-1667 

(Merged with New Cumberland Na- 
tional Bank under title of New Cum- 
berland Bank, December 23, 1938) 

Philadelphia 

Banca Commerciale Italiana Trust 
Company 3-229 
(Merged with Liberty Title & Trust 
Company, December 31, 1938 and 
operated as an office) 

Philadelphia 

Liberty Title & Trust Company, Office 
at Broad and Federal Sts. 

(Opened December 31, 1938) 

Upper Darby 
*Morris Plan 
Philadelphia 
(Discontinued September 10, 


Company, Branch of 


1938) 


SOUTH CAROLINA 


Chester 
*White Bank 
(In process of 
January 25, 1939 
Olanta 
Olanta Cash Depository 
om $2,500. J. M. Thom oe. Presi- 
dent, P. 8. Lewis, Cashier. Opened Sep- 
tember 24, 1938) 


Reported 


— 


SOUTH DAKOTA 


Belle Fourche 
First National Bank of Lead, Belle 
Fourche Office of Lead..........78-95 
(Succeeded by First National Bank of 
The Black Hills, Rapid City, Belle 
Fourche Office of Rapid City, Septem- 
ber 30, 1938) 

Belle Fourche 

First National Bank of The Black Hills, 
Rapid City, Belle — Office of 
Rapid City 78-95 
(W. B. Penfold, Manager. Succeeded 
First National Bank of Lead, Belle 
Fourche Office of Lead) 

Corona 
Corona State Bank........... . . 78-468 
(Voluntary liquidation. Reported Dec- 
ember 12, 1938) 


Deadwood 
First National Bank of The Black 
Hills, Rapid City, Deadwood Office of 
Rapid City esccqncece tenet 
(Cc. O. Gorder, Manager. Succeeded 
First National Bank of Lead, Dead- 
wood Office of Lead, September 30, 
1938) 

Deadwood 
First National Bank of Lead, Dead- 
wood Office of Lead ....... 78-57 
(Succeeded by First National Bank of 
The Black Hills, Rapid City, Deadwood 
Office of Rapid City, September 30, 
1938) 

Highmore 
First National Bank 
(Converted to The Frst State Bank of 
Highmore, November, 14, 1938) 


Highmore 
The First State Bank of Highmore 


(Capital $25,000, Surplus and Profits 
$22,500. W. W. Swanson, President, 
J. A. Hardesty, Cashier. Conversion 
of First National Bank, November 14, 
1938) 

Hot Springs 

First National Bank of Lead, Hot 
Springs Office of Lead 78-871 


March, 1939 


(Succeeded by First National Bank of 
The Black Hills, Rapid City, Hot 
Springs Office of Rapid City, Septem- 
ber 30, 1938) 

Hot Springs 
First National Bank of The Black 
Hills, Rapid City, Hot Springs Office of 
Rapid City 78-871 
(Walter L. Voigt, Manager. Succeeded 
First National Bank of Lead, Hot 
Springs Office of Lead) 

Lead 
First National Bank of Lead....78-19 
(Moved to Rapid City under ‘title of 
First National Bank of The Black 

ro Rapid City, September 30, 1938) 
a 
First National Bank of The Black 
Hills, — City, Lead Office of Rapid 
City - 78-19 
(John. M. Ryan, Manager) 

Marion 
Farmers State Bank 
(Capital $25,000, Surplus and Profits 
$7,800. J. J. Smith, President, E. J. 
Graber, Cashier. Change in title of 
Farmers Trust & Savings Bank, Nov- 
ember 1, 1938) 

Marion 
Farmers Trust. & Savings Bank.78-294 
(Changed title to Farmers State Bank, 
November 1, 1938) 

Mobridge 
Citizens Bank & Trust Company.78-120 
(Changed title to Citizens Bank of 
Mobridge, August 22, 1938) 

Mobridge 
Citizens Bank of Mobridge.....78-120 
Change in title of Citizens Bank & 
ioaee Company. Effective August 22, 

Newell 
First National Bank of Lead, Newell 
Office of Lead 78-452 
(Succeeded by First National Bank of 
The Black Hills, Rapid City, Newell 
Office of Rapid City, September 30, 
1938) 

Newell . 
First National Bank of The Black 

Rapid City, Newell Office of 

Rapid City 78-452 
(D. J. Hull, Manager. Succeeded First 
National Bank of Lead, Newell Office 
September 380, 1938) 

Rapid oy 
First ational Bank of Rapid anak 
(Voluntary liquidation ‘October 6, 1938. 
Absorbed by First National Bank of 
The Black Hills, Rapid City, Rapid 
City) 

Rapid City 
First National Bank of The Black 
Hills Rapid City 78-44 
(Capital: Geananens $375, 000. Preferred 
$300,000, Surplus and Profits $188,000. 
R. E. Driscoll, President, Noel W. Klar, 
Cashier. Change in title and location 
of First National Bank of Lead, Lead. 
Effective September 30, 1938) 

Reliance 
Reliance State Bank - 
(Voluntarily liquidated August 6, 1938) 

Spearfish 
First National Bank of Lead, Spearfish 
Office of Lead .. 78-124 
(Succeeded by First National Bank of 
The Black Hills, Rapid City, Spearfish 
Office of Rapid City, September 30, 
1938) 

Spearfish 
First National Bank of The Black 
Hills, Rapid oars Spearfish Office of 
Rapid City 78-124 
(W. E. Dickey, * Manager. Succeeded 
First National Bank of Lead, Spear- 
fish Office of Lead, September 30, 1938) 

Wessington Springs 
Farmers & Merchants Bank 
(Capital $25,000, Surplus $5,000. N. J. 
Thomson, President, F. W. Bunday, 
Cashier. Opened December 14, 1938) 

Wessington Springs 
Jerauld County Bank 
Closed as of close of business August 
31, 1938) 

Wilmot 
First State Bank 
(Closed September 30, 1938) 


TENNESSEE 


Chattanooga 
Morris Plan Bank 
(Changed title to Pioneer Bank. Re- 
ported November 23, 1938) 
Chattanooga 
Pioneer Bank ~ 
(Capital $150,000, Surplus $50,000. Geo. 
M. Clark, President, J. . Green, 
Cashier. Change in title of Morris Plan 
Bank. Effective November 23, 1938) 


TEXAS 


Catarina 
Catarina State Bank 
(Liquidating. Will stop receiving de- 
posits October 28, 1938) 

Chriesman 

*First State Bank 
(Voluntary liquidation. Reported Feb- 
ruary 6, 1939) 

Elgin 

*First State Bank - 
(Closed for liquidation by the State 
Banking Department January 9, 1939) 

Granger 
First National Bank 
(Changed title to First State Bank, 
December 31, 1938) 

Granger 
First State Bank 
(Capital $25,000, Surplus $5,000. J. J. 
Parmele, President, T. D. Bartosh, 
Cashier. Change in title of First Na- 
tional Bank, December 31, 1938) 

Jermyn 

*Oliver Loving & Company, 
(Private) 
(Closed December 31, 1938) 

Malakoff 

*Citizens State Bank 
(Capital $25,000, Surplus $5,000. “Dan 
Gentry, President, H. R. Barnes, Cash- 
fer. Conversion of First National 
Bank, January 30, 1939) 

Malakoff 

*First National Bank 88-1587 
(Converted to Citizens State Bank, 
January 30, 1939) 

Marquez 

*First State Bank 
(Closed by order of Board of Direc- 
tors January 16, 1939 and placed in 
the hands of the Banking Commis- 
sioner for liquidatoin) 

Raymondville 
Raymondville Trust Company. .88-1738 


oPissay. voluntary liquidation August 


Bankers 


UTAH 


Salt Lake City 
Halloran Savings & Trust ewe 
(Changed title July 27, 1938, to Union 
Trust Company) 

Salt Lake City 
Union Trust Company 
(Change in title of Halloran Savings & 
Trust Company. Effective July 27, 
1938. S. L. Billings, President) 


VIRGINIA 


Callao 
Bank of Callao, 


Branch of Bank of 
Westmoreland, 


Inc., Colonial Beach 
68-568 


(Robert Bailey, Jr., Cashier. Succeeded 
Citizens Bank of Kinsale, Inc., Branch 
of Kinsale, October 15, 1938) 

Callao 
Citizens Bank of Kinsale, Inc., Branch 
of Kinsale . 68-568 
(Purchased by Bank of ‘Westmoreland, 
Inc., Colonial Beach, October 15, 193 8, 
which bank now operates a branch at 
Callao) 

Courtland 
Southampton County Bank - 
(Capital: Common $12,500, Preferred 
$12,500, Surplus and Profits $6,500. Jas. 
A. Grizzard, President, Jesse Lee, 
Cashier. Change in title and location 
of Bank of Drewryville, Drewryville, 
January 7, 1939) 

Drewryville 
Bank of Drewryville - 
(Changed title and location to South- 
ampton County Bank, Courtland. Re- 
ported January 7, 1939) 

Fredericksburg 
Farmers & Merchants State Bank, 
Planters Branch 68-136 
(Opened August 29, 1938. Cari T. Hill, 
Assistant Cashier. Succeeded Planters 
National Bank in Fredericksburg, 
which was purchased by Farmers 
Merchants State Bank) 

Fredericksburg 
Planters National Bank in Fredericks- 
burg . -68-136 
(Purchased by Farmers & Merchants 
State Bank, August 29, 1938. Will now 
be operated as Planters Branch) 

Kinsale 
Citizens Bank of Kinsale, Inc.,. .68-492 
(Purchased by Bank of Westmoreland, 
Inc., Colonial Beach, October 15, 1938, 
which bank now operates a branch at 
Kinsale) 
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Kinsale 
Citizens Bank of Kinsale, Branch of 
Bank of Westmoreland, Inc., Colonial 
Beach 68-492 
(R. M. Bailey, Sr., Cashier. Succeeded 
Citizens Bank of Kinsale, Inc., October 
15, 1938, which was taken over by Bank 
of Westmoreland, Inc., Colonial Beach) 


WASHINGTON 


Anacortes 

*Bank of Commerce 
(Acquired by Peoples National Bank 
of Washington in Seattle, January 31, 
1939 which bank now operates a 
branch at Anacortes) 

Anacortes 

*Peoples National Bank of Washington 
in Seattle, Anacortes Branch of Seattle 


(Authorized January 31, 1939. 
ceeds Bank of Commerce) 

La Conner 
La Conner State Bank 
(Merged with The National Bank of 
Commerce, Seattle, September 1, 1938, 
which bank established a branch at 
La Conner) 

La Conner 
The National Bank of Commerce of 
Seattle, La Conner Branch 98-354 
(Opened September 1, 1938. G. A. Corn- 
wall, Manager. Succeeded La Conner 
State Bank which merged with The 
National Bank of Commerce of Seattle, 
September 1, 1938) 

South Bend 
Pacific State Bank 
(Assets and liabilities taken over by 
Seattle-First National Bank, Seattle, 
October 17, 1938, which bank now 
operates a branch at South Bend) 

South Bend 
Seattle-First National South 
Bend Branch of Seattle 98-76 
(L. W. Homan, Manager. Succeeded 
Pacific State Bank, October 17, 1938) 

Spokane 

*United Hillyard Bank 
(Acquired by Seattle-First National 
Bank, Seattle and operated as a 
branch of the Spokane & Eastern 
Division. Reported January 18, 1939) 

Spokane 

*United Hillyard Branch Seattle-First 
National Bank (Spokane & Eastern 
Division) 28-63 
(A. H. Hilbush, Manager. Reported 
January 18, 1939) 

Toppenish 
Seattle-First National Bank, Toppenish 
Branch of Seattle 
(W. S. Doran, Manager) 

Toppenish 
The Traders Bank 
(Taken over by Seattle-First National 
Bank, Seattle, September 30, 1938, 
which bank now operates a branch at 
Toppenish) 


Suc- 


Bank, 


WEST VIRGINIA 


Kermit 
Kermit State Bank 
(Suspended October 
process of liquidation) 


WISCONSIN 


Abrams 
Oconto County State Bank, Paying and 
Receiving Station of Oconto Falls.... 
(Suspended January 4, 1939) 

Arenu 

Arena State Bank 
(Absorbed by Peoples State Bank, 
Mazomanie, November 9, 1938) 

Arena 
Peoples State Bank, Paying and Re- 
ceiving Station of Mazomanie 
(H. E. Woit, Manager. Opened Nov- 
ember 9, 1938) 

Berlin 
Berlin State Bank 
(Taken over by First National 
November 30, 1938) 

Canton 
Farmers State Bank 
(Suspended December 31, 1938) 

Coleman 

*Coleman State Bank 79-490 
(Absorbed by Farmers State Bank, 
Pound, December 14, 1938 which bank 
now operates a Paying and Receiving 
Station at Coleman) 

Coleman 

*Farmers State Bank, Paying and Re- 
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ceiving Station of Pound 
(Opened December 14, 1938) 

Dale 
Appleton State Bank, Dale Paying and 
Receiving Station of Appleton 
(Succeeded Farmers & Merchants 
Bank, November 1, 1938) 

Dale 
Farmers & Merchants Bank .. 
(Consolidated with Appleton State 
Bank, Appleton, November 1, 1938, 
which bank now operates a paying 
and receiving station at Dale) 


Fremont 
Appleton State Bank, Fremont Pay- 
ing and Receiving Station of Apple- 
ton 
(Succeeded Farmers & Merchants 
Bank, Fremont Office of Dale, Novem- 
ber 1, 1938) 

Fremont 
Farmers & Merchants Bank, Fremont 
Office of Dale 
(Consolidated with Appleton State 
Bank, Appleton, November 1, 1938, 
which bank now operates a paying and 
receiving station at Fremont) 

Hancock 

*Bank of Hancock 
(Absorbed by People’s Bank, Coloma, 
January 12, 1939 and operated as a 
Paying and Receiving Station at Han- 
cock) 

Hancock 

*People’s Bank, Paying and Receiving 
Station of Coloma 
(Cc. B. Wright, Manager. 
uary 12, 1939) 

Hortonville 


Appleton State Bank, Hortonville Pay- 
ing and Receiving Station of Appleton 


« - 79-497 


Opened Jan- 


(Succeeded Farmers & Merchants Bank, 
Hortonville Office of Dale, November 1, 
1938) 

Hortonville 
Farmers & Merchants Bank, Horton- 
ville Office of Dale 
(Consolidated with Appleton State 
Bank, Appleton, November 1, 1938, 
which bank now operates a paying and 
receiving station at Hortonville) 

Lena 
Oconto County State Bank, Paying and 
Receiving Station of Oconto Falls.... 
(Suspended January 4, 1939) 

Mindora 
Union State Bank, Paying and Receiv- 
ing Station of West Salem 
(Discontinued October 1, 1938) 

Oconto Falls 

*Gillett State Bank, Paying and Re- 
ceiving Station of Gillett 
(Approved January 28, 1939) 

Oconto Falls 
Oconto County State Bank 
(Suspended January 4, 1939) 

Patch Grove 
Peoples State Bank, Paying and Re- 
ceiving Station of Prairie du Chien.... 
(Walter Kaufman, Manager. Opened 
October 4, 1938) 


Phillips 
First National Bank in Phillips. 79-294 
(Merged with State Bank of Phillips, 
November 7, 1938) 


Shiocton 
Appleton State Bank, Shiocton Paying 
and Receiving Station of Appleton.... 
(Succeeded Farmers & Merchants 
Bank, Paying and Receiving Station of 
Dale, November 1, 1938) 


Shiocton 
Farmers & Merchants Bank, Paying 
and Receiving Station of Dale 
(Consolidated with Appleton State 
Bank, Appleton, November 1, 1938, 
which bank now operates a paying and 
receiving station at Shiocton) 

Star Prairie 
Bank of New Richmond, Paying and 
Receiving Station of New Richmond.. 
(Discontinued September 1, 1938) 


WYOMING 


Thermopolis 
First National Bank at Thermopolis 


(Capital $50,000, Surplus and Profits 
$27,000. J. T. Van Dyke, President, W. 
T. Bivin, Cashier. Chartered November 
23, 1938. Succeeded First National 
Bank in Thermopolis) 


Thermopolis 
First National Bank in piano 
-42 
(Succeeded by First National Bank at 
ne Chartered November 23, 
1 ) 


New Banks Reported In 
Process Of Organization 


tIndicates Press Report 


FLORIDA 
Sanford 


tFlorida State Bank. 

(Capital $50,000, Surplus $10,000. M. g, 
McNair, correspondent. To open Octo. 
ber 1, 1938) 


GEORGIA 


Blakely 
+*Commercial Bank (Private). 
(H. A. Walton, in charge) 


NEVADA 
Elko 
+Nevada Bank of Commerce. 


NEW YORK 

Niagara Falls 
*Manufacturers & Traders 
pany, Branch of Buffalo. 


Trust Com- 


NORTH CAROLINA 
Lumberton 
*The Scottish Bank. 
(W. O. Thompson, correspondent) 


OHIO 
Lima 
tMorris Plan Bank. 
(Fred W. Cook, President) 


OKLAHOMA 
Oklahoma City 
Home State Bank. 
(Capital $50,000, Surplus and _ Un- 
divided Profits $7,500. Frank C. Has- 
kett, correspondent) 


OREGON 
Astoria 
tCitizen’s Bank. 
(Capital $50,000, Surplus $10,000. A. Cc 
Fulton, correspondent) 


SOUTH CAROLINA 
Georgetown 
7*The South Carolina National 
Branch of Charleston. 
(To open about March 1, 1939) 


Bank, 


WISCONSIN 


Chetek 
+Bank of Cameron, Receiving and Dis- 
bursing Station of Cameron. 


F DI C Changes 


Since Final 1938 Rand McNally 
Bankers Directory 


ALABAMA 


Cuba—The Bank of Cuba Delete 


ARKANSAS 


Hampton—Calhoun County Bank....Add 
Harrell—Calhoun County Bank... Delete 


CALIFORNIA 
Napa—The First National Bank of Napa 


Newman—American Trust Co., 
of San Francisco 

Port Costa—Bank of Pinole, 
Pinole 


Branch of 
Delete 


FLORIDA 
Jacksonville Beach—Jacksonville Bae 


GEORGIA 
Eton—Bank of Eton 


ILLINOIS 


Annapolis—The First National Bank of 
Annapolis Delete 
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Delete 


f Napa 
Delete 
Branch 
Delete 
neh of 
Delete 


Beach 
... Add 


Delete 


ank of 
Delete 


THLY 


Coatsburg—Coatsburg State Bank. Delete 
Earlville—National Bank of Earlville 


Heyworth—Heyworth State Bank. Delete 
Tilden—First State Bank of Tilden 
Delete 


INDIANA 
Crandall—Harrison County Bank, Branch 
of Palmyra Add 
Palmyra—Harrison County Bank a 
A 


Office) 

Trafalgar—Union Trust Co., 

Franklin 

Winchester— Randolph County Bank 
Delete 


Branch of 
Add 


Agency—First Bank & Trust Co., 
of Ottumwa 
Dyersville—United State Bank....Delete 
Fremont—First Bank & Trust Company, 
Office of Ottumwa Delete 
Lacona—Peoples Trust and Savings 
Bank, Branch of Indianola dd 
Lacona—State Bank of Lacona...Delete 
Lorimor—Commercial State Bank, Office 
of Afton 
Milo—Peoples Trust & Savings Bank, 
Branch of Indianola Add 
New Virginia—Norwalk-Cumming State 
Bank, Office of Norwalk Add 
Slifer (Gowie P. O.)—Security Savings 
Bank, Branch of Farnhamville. .Delete 
West Des Moines—Valley Junction Sav- 
ings Bank Delete 
West Des Moines—West Des Moines 
State Bank Add 


Office 


Hutchinson—The Exchange 

Bank of Hutchinson 

Prairie View—The First National Bank 
Delete 


National 


KENTUCKY 
Carrsville—Farmers Bank & Trust Co., 
Branch of Marion 
Leckport—Bank of Lockport 
Midway—Citizens Bank of Midway..Add 


MASSACHUSETTS 
Lynn—National City Bank 


MICHIGAN 


Allegan—Allegan State Bank 
Allegan—Allegan State Savings 


Allegan—First State Bank 

Battle Creek—City National 

Trust Co., Head Office and Branch 
Delete 

Battle Creek—First National Bank of 

Battle Creek, Head Office and Branch 


Nashville—City National Bank & Trust 
Co., Branch of Battle Creek....Delete 
Nashville—First National Bank of Battle 
Creek, Branch of Battle Creek...Add 
mckland—Firet National Bank of Rock- 


St. Johns—The Clinton County Savings 
Bank Delete 
Sunfield—Union Bank, Sunfield Office of 
Lake Odessa Delete 


MINNESOTA 
Graceville—The First National Bank of 
Graceville Delete 


Graceville—The First State Bank of 
Graceville 


Jackson—Jackson State Bank 
Madison—State Bank of Madison. 
Milan—State Bank of Milan Delete 
en —Parmers State Bank of ney 


of 
Wheaton 


Wilmont—Farmers State Bank...Delete 


MISSOURI 
Bellflower—Bank of Bellflower. 
Blodgett—Blodgett Bank 
Fayette—Fayette Bank Delete 
Greenville—Wayne County State — 

elete 


- Delete 
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Long Lane—The First State Bank. Delete 

Iupus—The Bank of Lupus 

Madison—The Farmers & Merchants 
Bank 

Mayview—Farmers Bank 

Oran—Oran State Bank 


NEBRASKA 


Madrid—State Bank of Madrid....Delete 
Wood Lake—Bank of Wood Lake...Add 


NEW JERSEY 


Clayton—Clayton Title & Trust Com-” 


Delete 


NEW YORK 
Roosevelt—First National 

Roosevelt 
Roosevelt— Nassau County National 
Bank, Branch of Rockville Center. Add 
Saranac Lake—Saranac Lake — 
elete 


Bank of 


NORTH CAROLINA 
Fayetteville—Fayetteville Industrial 
Bank Add 
Winton—Bank 
Gatesville 
Winton—Farmers 


* Bank of Sunbury, 
Tellers 


Window Branch of Sunbury 
Delete 


NORTH DAKOTA 
Anamoose—Farmers State Bank..Delete 
Carpio—First National Bank 
Cooperstown—The First National Bank 

in Cooperstown Delete 
Cooperstown—The First State Bank of 
Cooperstown Add 
Flaxton—First Bank of Flaxton..Delete 
Medora—Stockmens State Bank... Delete 
Starkweather—State Bank of Stark- 
weather Delete 


Toledo—National Bank of Toledo. Delete 
Wellsville—Potters Bank & Trust NV 
(Branch of East Liverpool) dd 


OKLAHOMA 


Okemah—The First National Bank of 
Okemah 


SOUTH CAROLINA 
Ware Shoals—Bank of Ware ewe 


SOUTH DAKOTA 


Belle Fourche—First National Bank or 
Lead, Belle Fourche Office of Lead 
Delete 

Belle Fourche—First National Bank of 
The Black Hills, Rapid City, —_ 
Fourche Office of Rapid Cfty 

Corona—Corona State Bank 

Deadwood—First National Bank of Lead, 
Deadwood Office of Lead Delete 

Deadwood—First National Bank of The 
Black Hills, Rapid City, Deadwood Of- 
fice of Rapid City Add 

Highmore—The First National Bank of 
Highmore Delete 

Highmore—The First State Bank of 
Highmore -Add 

Hot a National Bank of 

Hot Springs Office of Lead 
Delete 

Hot Springs—First National Bank of The 
Black Hills, Rapid City, Hot Springs 
Office of Rapid City Add 

Lead—First National 
(Head Office) 

Lead—First National Bank of The Black 
Hills, Rapid City, Lead Office of Rapid 
City ..Ad 

Marion—Farmers State Bank 

Marion—Farmers Trust & Savings Bank 


at apprcnne Bank & Trust Com- 
Mobridge—Citizens Bank of veel 


Newell—First National Bank of Lead, 
Newell Office of Lead 
Newell—First National Bank of The 
Black Hills, Rapid City, Newell Office 
of Rapid City d 

Rapid City—First National 
Rapid City 

Rapid City—First National Bank of The 
Black Hills, Rapid City (Head —z 


Reliance—Reliance State Bank. 
Spearfish—First National Bank “of Lead, 
Spearfish Office of Lead Delete 


Spearfish—First National Bank of The 
Black Hills, Rapid City, Spearfish b= 
fice of Rapid City 

Wessington Springs—Jerauld eae 
Bank Delete 

Delete 


TENNESSEE 
Chattanooga—The Morris Plan Bank of 
Chattanooga 
Chattanooga—Pioneer Bank 


TEXAS 


Catarina—Catarina State Bank...Delete 


UTAH 
Salt Lake City—Halloran Savings & 
Trust Company 
Salt Lake City—Union Trust cma 


VIRGINIA 
Callao—Bank of Callao, Branch of The 
Bank of Westmoreland, Inc. of Colo-. 
nial Beach Add 
Callao—Citizens Bank of Kinsale, In- 
corporated, Branch of Kinsale. .Delete 
Fredericksburg—The Planters National 

Bank in Fredericksburg 
Kinsale—Citizens Bank Kinsale, 
Branch of Bank of Westmoreland, 
Inc. of Colonial Beach Add 
Kinsale—The Citizens Bank of Kinsale, 
Incorporated Delete 


WASHINGTON 
La Conner—La Conner State Bank. Delete 
La Conner—The National Bank of Com- 
merce of Seattle, La Conner — 


South Bend—Pacific State Bank. Delete 
South Bend — Seattle-First National 
Bank, South Bend Branch . 


Toppenish—Seattle-First National Bank, 
Toppenish Branch of Seattle Add 
Toppenish—Traders Bank 


WEST VIRGINIA 
Kermit—Kermit State Bank 


WISCONSIN 


Appleton—Appleton State Bank, — 

Arena—The Peoples State Bank, Branch 
of Mazomanie 

Berlin—Berlin State Bank 

Coleman—Coleman State Bank.... 

Coleman—Farmers State Bank, Paying 
and Receiving Station of Pound..Add 

Dale—Appleton State Bank, Dale Pay- 
ing and Receiving Station of —— 


Fremont—Appleton State Bank, Paying 
and Receiving Station of a 
A 


Fremont—Farmers & Merchants Bank, 
Fremont Office of Dale 
Hortonville—Appleton State Bank, Hor- 
tonville Paying and Receiving Station 
of Appleton Add 
Hortonville—Farmers & Merchants Bank, 
Hortonville Office of Dale 
Milwaukee—Guardian Mutual Savings 
Bank Delete 
Mindoro—Union State Bank, Paying and 
Receiving Station of West Salem 


Patch Grove—Peoples State Bank, Pay- 
ing and Receiving Station of Prairie 
du Chien Add 

Phillips—First National Bank in Phillips 


Shiocton—Appleton State Bank, Shioc- 
ton Paying and Receiving Station of 
Appleton Add 

Shiocton—Farmers & Merchants Bank, 
Paying and Receiving Station of Dale 


Star Prairie—Bank of New Richmond, 
Paying and Receiving Station of New 
Richmond Delete 


Thermopolis—First National 
Thermopolis 
Thermopolis—First 
Thermopolis 


Bank at 
Ad 


Bank in 
Delete 
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Around And Around 


An average-sized automobile tire 
revolves 43,000 times every hour on 
a car driven 60 miles an hour, and 
flexes 560,000 times during a day 
of normal driving, studies com- 
pleted by The B. F. Goodrich Com- 
pany reveal. 


Railroad Rehabilitation 


America’s railroads need to spend 
$600,000,000 a year for the next five 
years for equipment, including an- 
nual purchases of 100,000 freight 
cars and 2,000 locomotives, accord- 
ing to the Association of American 
Railroads. 


The Monthly Bond 
Meeting 


(Continued from page 162) 
in the market is 342%.” 

“You talk as though you thought 
that the trend of interest rates is 
about to turn. What factors are 
there that might bring this about?” 

“To answer that, I think we should 
examine the reasons why bond 
prices are so high today. In the 
first place, I believe that there is a 
long-range tendency for interest 
rates to decline as a country ap- 
proaches economic maturity. Dur- 
ing recent years, moreover, there 
have been two outstanding factors 
that have made for high bond prices. 
One is that gold has been flowing 
into the United States in huge quan- 
tities and this has produced tre- 
mendous excess reserve balances. 
These excess reserves have enabled 
banks to buy unprecedented quan- 
tities of U. S. Government securities. 
The other factor is that large-scale 
borrowing by the Federal govern- 
ment through the sale of securities 
to banks, has resulted in the crea- 
tion of many billions of dollars of 
bank deposits. These deposits have 
been distributed throughout our 
economic system, with the result that 
corporations now have sufficient 
cash to finance their requirements 
and do not need to borrow from the 
banks. 

“Now I admit that I see little 
likelihood that this situation will 
change in the near future. Mr. 
Jones has already told us this after- 
noon how much more money the 
Government will probably borrow 
during the year or so ahead. That 
means that more deposits will be 
created and that there will be even 
less demand for bank loans, unless 


business activity increases mat 
rially. As for our huge excess 
serves, the only thing that might } 
likely to cause them to decline ¢ 
any important extent would be 
radical reversal of the trend of geo 
movements. From the reports y 
read in the papers, it seems to m 
that it is going to be a long, lor 
time before people will prefer ¢ 
have their money in Europe than j 
the United States. Even if the 
should be a very large repatriatiog 
of foreign capital, the effect on th 
bond market could be largely offs 
by shipping gold held by our Stam 
bilization Fund and by lowerin 
reserve requirements. As Mr. Jon 
pointed out a little while back, 
Treasury has a vast amount of 
funding to do and is likely to 
all its powers to try to keep inter 
est rates low.” 

“If that is the outlook, then} 
interrupts Mr. Clark, “Isn’t it log 
cal at the present time to inve 
entirely in long term issues th 
yield something like a decent 
turn.” 

“T think not, Mr. Clark. I ha 
no confidence that we here will } 
able to recognize the turn in inte 
est rates so much earlier t 
thousands of other investors wh 
have exactly the same problems th 
we have. A few years ago, you am 
I were more concerned than we 2 
today about the high level of bor 
prices. Now we are beginning 
take low yields as a matter ¢ 
course. Back in 1900, the same kin 
of a psychology of complacency dé 
veloped. Bankers and economis 
were predicting an indefinite peri 
of very high bond prices. But thi 
was on the verge of a twenty-ye 
bear market in bond prices. 


“I seriously doubt whether 
would be lucky enough or smaf 
enough to call the turn accurate 
We can earn enough on our presefl 
loans and our present bond port 
folio to cover our regular dividen 
and to put a little aside into o 
reserves. As long as this is the ca 
I do not think we should stick ot 
our necks by holding nothing b 
long term bonds. We have no ne 
to take the risks that such a poli¢ 
would involve, and I believe th 
we will come out better in the lor 
run by following a middle-of-th 
road policy.” 

The directors are won over % 
Mr. Learned’s reasoning and ag 
that no major change should 
made at the present time in the di 
tribution of maturities in the U. § 
Government portfolio. 
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